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PREFACE 


These  volumes  present  the  staff  studies  and  supporting  papers 
prepared  for  the  Third  Quadrennial  Review  of  Military  Com- 
pensation. 

The  Third  Quadrennial  Review  of  Military  Compensation  was 
conducted  under  the  provision  of  section  1008(b),  title  37, 

United  States  Code,  which  requires  that  the  President  not  less 
than  onee  ea.^h  four  years  direct  a complete  review  of  the  prin- 
ciples and  concepts  of  the  the  compensation  system  for  mem- 
bers of  the  uniformed  services  and  submit  a detailed  report 
to  the  Congress. 

These  papers  supplement  the  report  to  Congress,  ^hich  is 
being  issued  separately. 

The  First  Quadrennial  Review  of  Military  Compensation  in  1967 
concentrated  its  attention  on  the  elements  of  regular  military 
compensation  and  retirement.  Its  touched  only  lightly  military 
benefits  and  special  and  incentive  pays.  The  professional  staff, 
and  its  administrative  support  staff,  worked  with  great  dedication 
to  provide  useful  material  for  the  consideration  of  the  QRMC. 

Their  names,  and  the  names  of  those  for  whom  they  worked  are 
included  in  this  report. 

The  Second  Quadrennial  Review  of  Military  Compensation  in  1971 
limited  its  study  to  submarine  pay  flight  pay,  reenlistment  bonuses, 
pay  for  physicians  and  hostile  fire  pay.  Its  efforts  resulted  in  a 
restructuring  of  three  pays  to  meet  the  needs  of  the  all  volunteer 
force;  flight  pay,  the  selective  reenlistment  bonus,  and  the  vari- 
able incentive  pay  for  physicians. 

The  Third  Quadrennial  Review  of  Military  Compensation  was  a 
more  ambitious  and  comprehensive  undertaking  than  any  previous 
study  of  military  compensation.  It  considered  all  elements  of 
military  personnel  costs  that  might  be  argued  to  be  military 
compensation  --  some  to  separate  items  altogether.  It  undertook, 
for  the  first  time,  an  attempt  to  value  military  benefits.  How- 
ever, given  the r relatively  limited  staff,  the  QRMC  took  several 
steps  to  limit  the  staff  research  effort  required: 
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. The  majority  of  minor  military  manpower  cost  elements 
were  judged  to  be  not  compensation  or  small  or  no  cost  and  were 
not  studied. 

. Minor  compensation  and  reimbursement  type  cost  elements 
were  not  studied  in  depth. 

. Review  of  the  individual  elements  in  the  system  of  special 
and  incentive  pays  was  assigned  to  the  offices  with  primary  interest. 

The  remaining  elements  of  pay,  allowances,  and  major  compensation 
benefits  were  analyzed  in-depth  by  the  professional  staff  of  the 
QRMC.  These  analyses  are  published  in  the  Staff  Research  Papers 
volumes.  They  include  supporting  contractor-developed  studies 
as  well.  A number  of  papers  remain  unfinished;  when  completed, 
they  will  be  published  in  a final  volume. 

The  views  expressed  in  the  staff  papers  are  those  of  the  profes- 
sional staff  and  do  not  represent  the  position  of  the  Quadrennial 
Review  of  Military  Compensation  or  of  the  Department  of  Defense. 
Their  publication  in  these  volumes  does  not  imply  approval  or 
endorsement  by  the  Department  of  Defense  or  the  President,  whose 
views  are  stated  in  the  final  report. 

All  of  the  papers  published  by  the  Quadrennial  Review  of  Military 
Compensation  may  be  reproduced  and  disseminated  without  further 
authorization.  Additional  copies,  beyond  those  initially  distributed, 
may  be  purchased,  by  volume,  from  the  Government  Printing 
Office,  Washington,  D.  C. 


J.  R.  Talbot 
Captain,  USN 
Staff  Director 
Third  QRMC 


WASHINGTON,  D.  C. 
December,  1976 
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QUADRENNIAL  REVIEW  OF  MILITARY  COMPENSATION 
WORKING  GLOSSARY  OF  TERMS 
July  29.  1975 

Contents 

1.  Allowance. 

2.  Asterisked  Item 

t 

3.  Contributory  Retirement  System 

4.  Fringe  Benefits 

5.  Government  Incurred  Costs 

6.  Military  Compensation  Item 

7.  Military  Equivalent  Salary 

8.  Military  Salary  System 

9.  Non- Compensation  Benefit 
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13.  Special  Pays 

14.  Total  Military  Compensation  (TMC)  or  Military  Compensation 
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16.  Vested  Liabilities  (Public  Law  93-406,  Sept.  20,  1974) 


1.  Allowance 

An  indirect  or  contingent  remuneration  which  may  or  may  not  be 
earned,  and  which  is  sometimes  in  the  nature  of  compensation  and 
sometimes  in  the  nature  of  reimbursement. 

(Clifford  Jones  vs.  The  United  States.  60  Ct  Cls  552,  April  13,  1925) 

2.  Asterisked  Item 

An  entitlement,  service,  or  advantage  to  a service  member  or  dependent 
provided  by  the  Government  to  recognize  unusual  working  or  living 
conditions  peculiar  to  military  service  life.  For  pay  comparison 
purposes,  such  an  entitlement,  service,  or  advantage  may  be  classified 
as  either  a compensation  item  or  a non-compensation  item,  but  would 
not  be  called  a pay  or  a fringe  benefit, 

3.  Contributory  Retirement  System 

A retirement  system  whereby  a service  member  contributes  periodically 
an  amount  of  money,  which  is  combined  with  a matching  or  other  stated 
multiple  amount  contributed  on  the  part  of  the  Government,  to  finance 
member  retirement, 

t.  Fringe  Benefits 

A financial  advantage  to  a service  member  which  is  a compensation 
item  and  is  provided  as  an  addition  to- the  military  equivalent  of 
civilian  salary  or  wages  and  to  special  or  premium  pays.  A specific 
fringe  benefit  is  not  necessarily  received  by  or  even  available  to  all 
service  members. 

>.  Government  Incurred  Costs 

Government  incurred  costs  result  from  exigencies  of  the  operating 
requirements  of  military  service  which  cannot  reasonably  be  considered 
as  payment  for  work  performed. 

•.  Military  Compensation  Item 

A military  compensation  item  is  one  that: 

a.  Costs  the  Government  money,  either  directly  or  indirectly,  now  or 
in  the  future,  an^ 
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b.  Is  of  value  to  the  recipient,  exclusive  of  reimbursements  and  certain 
Government  incurred  line  of  duty  costs,  in  one  or  more  of  the 
following  ways: 

(1)  It  adds  net  cash  to  his  current  income, 

(2)  It  permits  him  to  realize  a current  net  cash  saving, 

(3)  It  creates  a present  value  to  him  based  on  the 
prospect  of  future  receipt,  and 

c.  Is  considered  compensation  by  other  federal,  or  government 
agencies,  and  in  the  majority  of  instances  in  private  industry,  and 

d.  Is  measurable. 

7.  Military  Equivalent  Salary 

A combination  or  sum  of  those  items  of  military  compensation  that 
are  considered  the  equivalent  of  civilian  salary. 

8.  Military  Salary  System 

A system  of  compensation  whereby  the  military  equivalent  salary  is 
paid  entirely  in  cash  and  is  fully  taxable. 

9.  Non-Compensation  Benefit 

a.  An  advantage  to  a service  member  or  dependent  which,  when 
available,  is  not  an  item  of  compensation,  but  is  provided  due  to  a 
moral  or  other  obligation  of  the  Government;  or 

b.  The  favorable  circumstance  resulting  from  its  exercise  is  either 
primarily  or  equally  advantageous  to  the  Government;  or 

c.  Is  provided  at  little  or  no  cost  or  inconvenience  to  the  Government, 
but  directly  enhances  morale  and  well-being  of  the  recipient. 

10.  Pays  and  Allowances  System 


A compensation  system  comprised  of  various  pays,  allowances  and  benefits 
provided  in  cash  or  in-kind  and  based  upon  both  remuneration  for  service 
performed  as  well  as  to  fulfill  certain  and  distinct  purposes  including 
Government  obligation. 
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11. 


Regular  Compensation  or  Regular  Military  Compensation  (RMC) 


” 'Regular  compensation*  or  'regular  military  compensation  (RMC)' 
means  the  total  of  the  following  elements  that  a member  of  a uniformed 
service  accrues  or  receives,  directly  or  indirectly,  in  cash  or  in 
kind  each  payday:  basic  pay,  basic  allowance  for  quarters,  basic 
allowance  for  subsistence,  and  federal  tax  advantage  accruing 
to  the  aforementioned  allowances  because  they  are  not  subject  to 
Federal  income  tax.  " {37U.S.C.  101(25)) 

12.  Salary 

A fixed  periodic  .sum  of  taxable  cash  normally  paid  in  increments  as 
the  usual  full  monetary  return  for  services  performed  without  regard 
to  marital  status  or  family  size. 

13.  Special  Pays 

Taxable  cash  pays  that  depend  on  special  occupational  qualifications  or 
duty  performance. 

14.  Total  Military  Compensation  (TMC)  or  Military  Compensation 

a.  The  sum  of  all  items  of  compensation  that  members  of  the  uniformed 
services  accrue  or  receive,  directly  or  indirectly,  in  cash  or  in  kind. 

b.  The  composition  of  all  item^  of  military  compensation  without 
regard  to  the  number  or  type  of  these  items  to  which  any  particular 
member,  officer  or  enlisted.  ^a.y  be  entitled. 

c.  The  sum  of  military  equivalwt  salary,  fringe  benefits,  and  special 
and  premium  pays  for  an  individual  service  member. 

15.  Vesting 

The  attainment  by  a participant  of  a benefit  right,  attributable  to  employer 
contributions,  that  is  not  contingent  upon  a participant's  contribution  in 
specified  employment. 

(Bulletin  of  the  Commission  On  Insurance  Terminology  of  the  American 
Risk  and  Insurance  Association  - Vol.  1,  No.  4.  ) 

16.  Vested  Liabilities  (Public  Law  93-406,  Sept.  20,  1974) 

The  present  value  of  the  immediate  or  deferred  benefits  available  at 
normal  retirement  age  for  participants  and  their  beneficiaries  which 
are  non-forfeitable. 
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PugpQge;  The  purpose  of  this  paper  is  to  describe  the  current 
military  pays  and  allowances  system  including  the  mix  of  compen- 
sation between  salary /MES  and  benefits  in  the  total  compensation 
structure;  compare  total  military  compensation  with  that  of 
Federal  Civil  Service  employees;  and  examine  some  alternatives 
for  altering  the  current  military  compensation  system.  Illustrative 
compensation  value  estimates  of  these  alternatives  are  provided 
to  assist  in  narrowing  the  range  of  alternatives  actively  under  con- 
sideration. It  must  be  recognized  that  considerable  disagreement 
continues  to  exist  in  the  methodology  employed  to  estimate  the 
value  of  many  compensation  elements.  Tnierefore,  value  estimates 
will  continue  to  remain  dynamic  until  decisions  on  preferred  methodology 
are  resolved  by  the  Study  Group. 

Introduction;  The  purpose  of  any  compensation  system  is  to  attract, 
retain,  and  motivate  a qualified  workforce.  In  order  to  accomplish 
this  goal,  the  compensation  system  should  be  understood  by  the 
employees  of  an  organization  and  be  perceive  1 as  fair  and  equitable 
both  as  to  overall  levels  of  compensation  and  the  administration  of  the 
system.  At  the  same  time,  the  compensation  system  should  be  structured 
to  enable  the  organization  to  get  the  best  "return"  on  its  compensation 
dollars.  There  are  two  major  decisions  that  must  be  made  in  order 
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to  structure  a military  compensation  system  which  will  best  attract, 
retain,  and  motivate  the  necessary  quantity  and  quality  of  military  per- 
sonnel: 

o How  should  the  levels  of  military  compensation  be  determined? 
The  1975  QRMC  has  narrowed  the  alternatives  to  two: 

(1)  A competitive -based  system  which  is  designed  to  attract 
and  retain  the  desired  quality  and  number  of  employees  through  differ- 
ential wages.  The  current  levels  of  military  compensation  would  be 
accepted  as  the  base.  Annual  adjustments  in  pay,  which  is  based  on 
rates  of  change  in  related  private  sector  pay  levels,  would  be  applied 
differentially  to  address  needs  in  each  skill  group.  Under  this  specific 
competitive  alternative,  shortage  skills  could  receive  up  to  50%  more 
than  the  average  private  sector  percentage  increase.  Skills  with  a 
potential  over  supply  would  receive  as  much  as  60%  less  than  the  private 
sector  percentage  increase.  Special  and  incentive  pays  would  be  used 
to  correct  manning  problems  in  specific  skills. 

(2)  A comparability-based  system  in  which  compensation  is  set 
by  linking  key  jobs  in  one  system  with  those  in  another  system,  then 
linking  the  pay  (either  salary  or  total  compensation)  of  the  persons 
filling  the  linked  jobs.  Annual  pay  adjustments  are  then  tied  to  those 
in  the  linked  system.  Under  the  specific  comparability  alternative 
being  considered  by  the  QRMC,  military  compensation  levels  would  be 
set  through  job  linkages  with  the  Civil  Service.  Annual  pay  adjustments 
would  be  tied  to  those  of  the  Civil  Service.  Special  and  incentive  pays 
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would  be  used  to  correct  manning  problems  in  specific  skills.  Under 
the  comparability  system,  an  amount  may  possibly  be  added  to  the 
linked  compensation  to  account  for  the  unique  conditions  of  military 


service  (the  "Military  Factor"). 

o After  the  levels  of  military  compensation  have  been  determined 
what  type  of  system  should  be  used  to  compensate  military  personnel? 
The  QRMC  Staff  considered  these  alternatives: 

(1)  The  current  pays  and  allowances  system  which  includes  non- 

taxable  quarters  and  subsistence;  ^ 

(2)  A modified  pays  and  allowances  system  under  which  the 
allowances  would  be  adjusted  to  defray  the  expenses  for  which  they 
are  intended; 

(3)  A fully  taxable  pays  and  allowances  system  which,  in  addition 
to  adjusting  the  allowances  to  cover  expenses,  would  make  the  allow- 
ances taxable,  thus  eliminating  the  tax  advantage  element; 

(4)  A combined  compensation  system  which  would  apply  the 
modified  pays  and  allowances  system  for  first  term  enlisted  personnel 
and  place  officers  and  career  enlisted  personnel  under  a salary  system; 

(5)  A military  salary  system  for  all  personnel.  The  four  elements 
which  currently  comprise  Regular  Military  Compensation  (RMC) --basic 
pay,  quarters  and  subsistence  ('ash  and  in-kind),  and  tax  advantage-- 
would  be  replaced  by  a single  salary  payment. 


•’Av. 
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Decisions  on  these  two  major  issues  will  set  the  broad  para- 
meters within  which  the  military  compensation  system  will  be  struc- 
tured. Within  this  broad  framework,  there  are  additional  considera- 
tions such  as  the  contributory  or  non-contributory  nature  of  the 
retirement  and  health  benefits  which  will  impact  upon  how  total  mili- 
tary compensation  is  structured. 

TOTAL  MILITARY  COMPENSATION  UNDEK  THE  CU^HENT  PAYS  AND 
ALLOWANCES  SYSTEM 


Military  personnel  currently  receive  four  elements  of  compensation, 
the  sum  of  which  is  equivalent  to  the  salary  received  by  civilian  employees: 

(1)  Basic  pay,  which  is  based  on  work  performed  and 
which  varies  by  pay  grade  and  longevity  step  (time  in  service). 

Basic  pay  is  the  only  element  of  military  compensation  received 
in  cash  by  all  service  members  each  payday; 

(2)  Quarters,  which  is  based  partly  on  need  and,  since 
the  quarters  increase  with  rank,  partly  on  work  performed, 
varies  by  pay  grade  and  by  dependency  status  within  grades. 

Service  members  are  provided  either  government  quarters 

or  a cash  allowance  (basic  allowance  for  quarters); 

(3)  Subsistence,  which  is  based  on  need  with  different 
amounts  paid  to  officers  and  to  enlisted  personnel.  All  officers 
receive  a cash  allowance  while  enlisted  personnel  are  provided 
either  subsistence  by  the  government  or  receive  a cash  allowance 
(basic  allowance  for  subsistence); 

(4)  The  tax  advantage  which  accrues  to  military 
personnel  because  quarters  and  subsistence  are  not  taxable. 
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Tax  advantage,  for  pay  setting  purposes,  is  based  on  military 
basic  pay  rather  than  the  total  taxable  income  an  individual 

(or  family)  may  earn  during  a year. 

Table  A displays  current  average  cash  and  in-kind  Regular 
Military  Compensation  (RMC)  by  pay  grade. 

In  addition  to  the  salary-like  elements  of  military  compensation, 
military  personnel  receive  a variety  of  fringe  benefits,  the  most 
significant  of  which  are  a non- contributory  retirement  system  and 
a health  care  system  which  provides  health  care  to  members  and 
their  dependents  without  premium  charges. 

Fringe  benefits  are  a significant  amount  of  total  compensation 
for  both  military  personnel  and  for  civilian  workers  in  government 

and  in  the  private  sector.  The  trend  in  the  civilian  sector  is  in  the 
direction  of  increased  fringe  benefits.  This  trend  is  coming  under 
increased  scrutiny,  however,  as  the  full  cost  impact  of  the  benefits 
become  more  visible.  A great  deal  of  recent  publicity  has  concentrated 
on  the  cost  of  retirement  programs  of  government  employees,  espec- 
ially those  of  firemen  and  policemen  in  the  financially  troubled  cities. 
The  problems  of  high  health  care  costs  are  now  appearing  more  fre- 
quently in  the  financial  press. 

It  is  this  recognition  of  the  increasing  costs  of  benefits  which 

P 

has  promoted  more  and  more  emphasis  upon  total  compensation  rather 
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than  upon  salary  when  evaluating  employee  compensation  programs. 

The  State  of  California  has  implemented  a total  compensation  compara- 
bility program  for  determining  adjustments  to  State  employee’s  com- 
pensation. The  President's  Panel  on  Federal  Compensation  recently 
advocated  total  compensation  comparability  for  Federal  Government 
employees.  The  Defense  Manpower  Commission  has  advocated  that 
the  items  currently  comprising  regular  military  compensation  be  con- 
verted into  a fully  taxable  salary  system  and  differences  in  the  present 
regular  military  compensation  based  upon  marital  status  should  be 
eliminated.  The  Commission  also  recommended  that  there  should  be 
no  explicit  payment  to  all  or  most  Service  members  which  is  specifi- 
ally  designated  as  compensation  for  the  "X -factor".  It  did  not  make 
specific  recommendations  regarding  total  compensation. 

The  QRMC  Study  Group  has  agreed  that  military  compensation 
should  be  set  on  the  principle  of  total  compensation.  However,  deter- 
mining the  cost  and  value  of  many  compensation  items  is  difficult  and 
sometimes  controversial.  The  Civil  Service  Commission  has  estimated 
that  it  will  take  at  least  two  years  before  accurate  private  sector  total 
compensation  data  can  be  developed  with  satisfactory  accuracy.  Even 
that  effort  is  being  limited  to  salary  and  certain  major  benefits. 

The  QRMC  Staff  has  developed  methodologies  for  estimating  the 
cost  and  value  of  military  compensation  elements.  Estimating  the  cost 
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and  value  of  benefits  in  the  civilian  sector  is  difficult  because  of  the 
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lack  of  data  in  estimating  benefits,.  It  is  even  more  so  for  the  military 
since  many  of  the  military  compensation  programs  have  dual  objectives - 
military  functional  objectives  and  compensation  objectives.  For  ex- 
ample, part  of  the  military  health  care  system  is  for  maintaining  a 
medical  establishment  to  meet  wartime  requirements.  As  a result, 
there  is  not  full  agreement  within  the  Study  Group  on  the  proper  way  to 
estimate  cost  and  value. 

Table  B displays  estimates  of  total  military  compensation  by 
pay  grade.  These  estimates  are  based  upon  methodologies  and 
assumptions  with  which  there  is  disagreement  and  which  may  later 
be  modified.  The  purpose  of  presenting  the  estimates  of  total  com- 
pensation is  to  provide  a base  for  discussing  the  impact  of  alternative 
compensation  systems  and  for  developing  preliminary  cost  estimates. 
ALTERNATIVE  COMPENSATION  SYSTEMS 


The  alternative  compensation  systems  being  evaluated  by  the 
QRMC  Staff  are: 

(1)  Competitive -based  systems: 

(a)  current  pays  and  allowances  system; 

(b)  modified  pays  and  allowances  system; 

(c)  fully  taxable  pays  and  allowances  system; 

(d)  combined  pays  and  allowances  and  salary  system;  and 

(e)  a salary  system;  or 

(2)  Comparability-based  systems: 

(a)  current  pays  and  allowances  system; 

(b)  modified  pays  and  allowances  system; 

(c)  fully  taxable  pays  and  allowances  system: 

(d)  combined  pays  and  allowances  and  salary  system;  and 

(e)  a salary  system. 
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COMPETITIVE-BASED  SYSTEM/CURRENT  PAYS  AND  ALLOWANCES 


Under  the  competitive -based  system,  the  base  levels  of  military 
compensation  can  be  determined  independently  of  those  prevailing  in 
some  selected  segment  of  the  civilian  work  force.  The  current  compen- 
sation levels  (Table  B)  will  be  used  as  the  base  amounts  for  analysis  of 
the  competitive-based  systems.  Within  the  context  of  the  current  pays 
and  allowances  system,  there  are  changes  which  can  be  made  to  increase 
compensation  system  effectiveness  and/or  equity.  The  primary  areas 
where  changes  may  be  considered  are:  (1)  the  intragrade  and  intergrade 
differentials  in  the  military  basic  pay  table;  (2)  implementing  a merit 
pay  increase  plan;  (3)  equalize  the  with  dependents  and  without  depend- 
ents quarters  rates;  and  (4)  equalize  officer  and  enlisted  subsistence  rates. 

(1)  Intragrade  and  intergrade  differentials 

In  the  basic  pay  table,  intergrade  differentials  measure  the 
change  in  advancing  from  a pay  grade  to  the  next  higher  pay  grade  in 
the  same  longevity  step.  It  is  a measure,  therefore,  of  the  financial 
incentive  for  the  increased  responsibility  which  accompanies  promotion. 
Intragrade  differentials  measure  the  change  in  moving  from  one  longevity 

step  to  the  next  in  the  military  basic  pay  table  and  is  a reward  for  in- 
creased experience,  and  expected  improved  performance  levels,  associ- 
ated with  time  spent  in  service. 

As  shown  in  Tables  C and  D,  there  is  no  consistent  pattern  for  inter - 

grade  and  intragrade  differentials  in  the  current  military  basic  pay  table. 
Like  many  other  military  compensation  items,  the  structure  of  the 
basic  pay  table  has  evolved  through  a series  of  changes  which  addressed 
specific  problems  at  the  time  but  which  may  or  may  not  be  achieving 
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the  desired  results  at  present.  The  pay  increases  for  promotion  in 
the  E-3  to  E-5  range  appear  to  be  quite  small  compared  to  the 
increases  in  responsibility  which  go  with  promotions.  The  large 
differences  in  the  intragrade  differentials  which,  in  several  pay 
grades,  appear  at  critical  decision  points  during  a normal  career 
progression  pattern  also  need  to  be  evaluated  carefully. 

The  structure  of  a pay  system  should  be  geared  to  the  needs 
of  a particular  organization  and  not  necessarily  what  another  organi- 
zation does,because  what  best  serves  one  employer  may  be  ineffective 
for  another.  For  this  reason,  the  structure  and  amount  of  intergrade 
and  intragrade  differentials  vary  widely  among  government  and  private 
sector  employers.  Federal  General  Schedule  salaries  are  based 
upon  a constant  decreasing  intergrade  differential  system  and  a 
30%  intragrade  span  (the  difference  between  Step  1 and  Step  10)  for 
all  grades. 

An  area,  therefore,  offering  potential  for  improvement  under 
the  current  pays  and  allowances  system  may  be  to  restructure  the 
basic  pay  table  to  better  serve  as  an  incentive  for  promotion  and 
for  remaining  in  military  service. 

(2)  Merit  Pay  Increase  Plan 

Under  the  current  longevity  based  basic  pay  system,  military 
personnel  receive  basic  pay  increases  based  on  time  in  service.  The 


longevity  increase  steps  originated  in  a time  when  promotions  were 


very  slow  in  the  military,  and  pay  raises  occurred  infrequently. 

While  they  represent  a measure  of  recognition  of  increased  performance 
from  increased  experience,  they  were  primarily  useful  as  financial 
incentives  for  retaining  and  motivating  qualified  personnel. 

Under  present  conditions  where  military  personnel  receive 
annual  adjustments  in  pay  to  keep  pace  with  pay  increases  in  the  pri- 
vate sector,  the  purposes  of  the  present  longevity  based  pay  raises 
are  no  longer  as  important  as  before.  The  1974  survey  of  compensation 
practices  by  the  Civil  Service  Commission  showed  that  approximately 
70%  of  exempt  and  nonexempt  employees  in  the  private  sector  and  non- 
profit were  covered  by  a merit  increase  plan  as  opposed  to  a length-of- 
service  system.  Length-of-service  pay  increases  are  quite  common 
in  state  and  local  governments. 


An  option  under  the  current  pays  and  allowances  system  is  to 
replace  the  current  automatic  longevity  increases  with  a merit  increase 
system.  The  Federal  Civil  Service  uses  a nominal  merit  increase  sys- 
tem. A system  of  periodic  performance  evaluations  would  need  to  be 
implemented  in  conjunction  with  a merit  increase  system.  The  adminis- 
trative complexity  of  such  a system  could  be  substantial.  The  competi- 
tive promotion  system  in  the  military  service,  involving  regular  and 
highly  formalized  quality  evaluations,  is  used  in  support  of  the  military 
"up  or  out"  policy,  quite  rigidly  applied  to  the  officer  corps,  and  to  a 
lesser  extent,  to  the  enlisted  force  through  quality  control  on  reenlist- 
ments and  retirement  timing.  Thus,  there  is  a distinctive  merit  increase 
aspect  in  the  current  military  compensation  system. 

(3)  Equalize  the  with  dependents  and  without  dependents 
quarters  rates 

Under  the  current  pays  and  allowances  system,  military  personnel 
of  the  same  pay  grade  and  longevity  step  receive  different  quarters  rates 
depending  on  whether  or  not  they  have  dependents.  Thus,  two  people 
doing  the  same  work  receive  different  rates  of  pay.  The  military  is 
probably  the  only  organization  in  the  United  States  which  pays  a differ- 
ential base  salary  (defined  as  RMC)  based  on  dependency  status. 
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An  option  for  altering  the  current  pays  and  allowance  system  is 
to  equalize  the  quarters  allowance  such  that  members  of  the  same  pay 
grade  and  longevity  step  would  be  receiving  equal  pay  for  equal  work. 

The  cost  impact  of  implementing  this  change  depends  upon  the  system 
chosen  for  equalizing  the  rates.  If  the  without  dependents  rates  were 
raised  to  the  with  dependents  rates,  the  cost  would  be  around  $500  million. 
(Table  E),  This  estimate  is  based  on  the  assumption  that  personnel  with- 
out denendents  occupying  quarters  and  those  on  sea  and  field  duty  would 
not  forfeit  the  entire  amount  of  the  increased  allowance  but  rather  would 
continue  to  forfeit  an  amount  equal  to  the  current  with  dependents  rates. 

The  effect  of  this  assumption  is  that  all  personnel  in  the  force  without 
dependents,  both  in  government  quarters  and  on  the  economy,  would 
receive  a pay  raise  equal  to  the  difference  between  the  current  with 
dependents  and  without  dependents  rates. 

This  option  is  described  because  it  is  customary  to  view  the  with 
dependents  level  of  BAQ  as  the  appropriate  one.  Most  recently,  DoD 
has  proposed  a pay  raise  reallocation  system  designed  to  increase  the 
allowance  level,  using  the  with  dependents  rate  as  the  control.  However, 

it  may  be  argued,  with  particular  merit  in  the  lower  grades  where  the  popu- 
lation is  largely  without  dependents,  that  the  "appropriate”  rate  is  the  with- 
out dependents  rate.  Equalizing  the  allowance  at  that  rate  would  save  about 
$500  million. 

(4)  Equalize  officer /enlisted  subsistence 

Currently  officers  and  enlisted  personnel  receive  different 
basic  allowance  for  subsistence  (BAS)  rates.  This  situation  developed 
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as  the  result  of  legislation  which  provided  for  periodic  increases  in 
enlisted  subsistence  rates  to  keep  pace  with  raw  food  costs  while  officer 
subsistence  rates  remained  constant  between  1952  and  1974. 

An  option  under  the  current  pays  and  allowances  system  is  to 
equalize  the  officer  and  enlisted  subsistence  rates.  The  cost  impact 
of  equalizing  the  rates  are  based  on  the  assumption  that  the  officer  rate 
would  be  raised  to  the  level  of  enlisted  rate, 

TABLE  F 

COST  OF  EQUALIZING  OFFICER  AND  ENLISTED 
BASIC  ALLOWANCE  FOR  SUBSISTENCE 

1,  Current  Enlisted  BAS  - $2.53/day  or  $76.  95 /month. 

2.  Current  Officer  BAS  - $53.  05/month. 

3,  Increase  needed  to  Equalize  Rates  - $23,  90/month 
or  $286. 80 /year . 

4.  Total  Cost  = $286.  80  x 286,753  Officers  = $82  milUoji. 


The  pay  raise  reallocation  bill  currently  before  the  Congress  would  pro- 
vide the  option  of  achieving  the  adjustment  within  overall  RMC  levels  in 
conjunction  with  future  pay  increases.  The  appropriateness  of  this  would 
depend  on  the  pay  standard  adopted. 

COMPETITIVE-BASED  SYSTEM/MODIFIED  PAYS  AND  ALLOWANCES 

One  of  the  major  causes  cited  by  military  personnel  for  dissatisfaction 
with  the  current  military  compensation  is  the  discrepancy  between  the 
allowances  for  quarters  and  subsistence,  primarily  the  quarters  allow- 
ance, and  the  expenses  for  housing  and  food  which  the  allowances  are 
intended  to  defray. 

Under  the  modified  pays  and  allowances  system,  the  quarters 
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and  subsistence  allowances  would  be  raised  to  levels  which  would 
cover  housing  and  food  expenses.  A decision  remains  to  be  made  on 
what  data  source  is  best  for  the  purpose  of  establishing  the  allowance 
levels.  There  are  three  which  could  be  used  to  estimate  expenses 


for  housing  incurred  by  military  personnel: 

(1)  Value  of  Government  Provided  Quarters 

Lacking  the  market  rental  data,  or  professional  appraisal  data, 
the  ORMC  Staff  has  estimated  the  value  of  government  quarters  based 
on  the  government  capital  and  operating  cost  of  married  quarters. 

This  estimate  could  be  used  as  a surrogate  for  expenses  incurred  by 

military  members  living  on  the  civilian  economy.  This  position  has 

been  advocated  by  the  military  services. 

(2)  Survey  of  Military  Personnel 

Each  year  the  Naval  Facilities  Engineering  Command  (NAVFAC)  con- 
ducts a survey  of  expenses  actually  incurred  by  married  military  personnel 
of  all  services  at  various  installations  both  in  CONUS  and  overseas. 

The  survey  covers  both  rental  and  ownership  costs,  by  pay  grade. 

(3)  Federal  Housing  Administration  (FHA)  Data 

FHA  collects  quarterly  data  on  housing  expenses  by  income  cate- 
gory for  persons  buying  homes  under  FHA  insured  mortgages.  FHA 
data  was  used  for  adjusting  the  Basic  Allowance  for  Quarters  rates 
in  both  1963  and  1971. 

Table  G shows  a comparison  of  the  current  with  dependents  BAQ 
rates  with  housing  expenses  from  the  three  sources  cited  above. 
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Regardless  of  the  data  source,  the  current  BAO  rates  would 
have  to  be  raised  under  the  modified  pays  and  allowances  system. 
Under  the  competitive-based  system  in  which  current  levels  of  mili- 
tary compensation  is  taken  as  a proper  base  amount,  the  increases 
would  occur  over  a period  of  time  through  the  annual  pay 

raise  mechanism.  Under  this  system,  a larger  proportional  amount 
of  the  annual  pay  raise  would  be  placed  into  the  quarters  allowance 
until  it  reached  a level  which  defrays  housing  expenses. 

There  are  basically  two  optional  data  sources  for  establishing 

BAS  rates  which  would  defray  food  expenses:  (1)  raw  food  cost  to 

the  government,  currently  $2.82  per  day;  or  (2)  the  estimated  cost 

of  subsisting  on  the  civilian  economy  as  reported  by  the  Bureau  of 

Labor  Statistics  (BLS).  BLS  publishes  several  data  series  from  which 
the  individual  cost  of  subsisting  on  the  economy  may  be  derived.  These 
costs  range  from  $2.72  to  $2.89  per  day.  This  paper  uses  the  $2.89 
cost  estimate.  The  services  support  the  raw  food  option.  While 
it  is  an  important  policy  decision  there  is  little  practical  difference 
between  the  two  options.  Table  H compares  current  BAS  rates  with 

the  rates  under  the  two  options  named  above.  Under  the  modified 
pays  and  allowances  system,  the  BAS  rates  for  officers  and  enlisted 
personnel  would  be  equalized. 

COST  IMPACT 

Under  the  competitive -based  modified  pays  and  allowances 
system,  there  would  be  no  cost  increases  since  the  levels  of  military 
compensation  would  not  be  changed.  The  increases  in  BAQ  and  BAS 
necessary  to  bring  the  allowance  in  line  with  housing  expenses  would 
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be  made  as  part  of  the  annual  adjustment  in  military  pay  and  there- 
fore, no  increased  cost  over  the  current  system  would  result  from 
the  implementation  of  this  system. 

FULLY  TAXABLE  PAYS  AND  ALLOWANCES  SYSTEM 

There  are  two  initiatives  which  would  be  taken  under  the  fully 
taxable  pays  and  allowances  system:  (1)  like  under  the  modified 
pays  and  allowances  system,  the  quarters  and  subsistence  allowances 
would  be  raised  to  levels  which  defray  housing  and  food  expenses; 

(2)  in  addition,  the  allowances  would  be  subject  to  income  taxes  thus 
eliminating  the  tax  advantage  element. 

Under  a competitive-based  system 

the  two  changes  in  the  current  compensation  system  will 
be  made  within  the  constraints  of  current  compensation  levels. 

While  the  allowances  would  be  raised  to  levels  which  defray  expenses, 
the  taxation  of  the  allowances  would  leave  members  with  essentially 
the  same  take  home  pay,  on  the  average. 

Under  this  system,  the  subsistence  allowance  would  be  raised 
to  a level  which  offsets  food  expenses  for  an  individual  and  would  be 
equalized  for  officers  and  enlisted  personnel. 

For  personnel  living  in  government  quarters,  a "fair  market" 
rental  system  would  be  implemented,  replacing  the  current  system 


of  authorizing  the  quarters  allowance  only  for  those  not  in  government 
quarters  and  for  bachelors  also  not  on  sea  duty. 
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COST  IMPACT 

Table  I shows  the  cost  impact  of  converting  to  a fully  taxable 
pays  and  allowances  system  under  a competitive-based  system. 

This  cost  estimate  is  based  on  the  following  assumptions: 

(a)  The  Basic  Allowance  for  Quarters  is  established  at  the 

rental  rates  reported  on  the  NAVFAC  survey  for  married  personnel. 

(See  Table  G).  Lacking  the  same  data  on  single  personnel,  current 
without  dependents  BAO  rates  are  used  as  an  approximation.  Under 
this  system,  bachelors  on  sea  duty  are  entitled  to  BAQ. 

(b)  The  Basic  Allowance  for  Subsistence  is  the  cost  of  subsist- 
ing an  individual  on  the  civilian  economy  as  reported  by  the  Bureau 

of  Labor  Statistics  (BLS)  - $2.89  per  day.  Officer  and  enlisted  BAS 

rates  are  equalized  at  this  rate. 

(c)  The  cost  of  providing  for  a saved  pay  provision  is  not 

included  in  the  cost  estimate. 

COMPETITIVE-BASED  SYSTEM/COMBINED  SYSTEM 

Under  the  combined  system,  non-career  enlisted  personnel 
would  be  compensated  by  the  modernized  pays  and  allowances  system  and 
career  personnel  compensation  would  be  converted  to  a salary  system. 

Non-career  enl'sted  personnel  would  continue  to 
receive  basic  pay  based  on  grade  and  non -taxable  allowances  for  quar- 
ters and  subsistence.  For  career  personnel,  the  elements  of  compen- 
sation which  currently  comprise  military  equivalent  of  salary  (MES) 
would  be  replaced  by  a single  salary  payment.  A fair  market  rental 
system  would  be  implemented  for  career  personnel  occupying  govern- 


ment quarters. 
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COST  IMPACT 

Table  J displays  the  cost  impact  of  the  combined  system  under 
a competitive-based  system.  The  determination  of  which  personnel 
to  classify  as  "non-careerists”  or  "careerists"  must  still  be  resolved. 

For  illustrative  purposes,  an  assumption  is  made  that  non-careerists 
are  E-4's  and  below.  Careerists  are  all  officers,  warrant  officers, 
and  enlisted  personnel  above  E-4. 

COMPETITIVE-BASED  SYSTEM/SALARY 

Under  the  military  salary  system,  the  pay  elements  that  currently 
comprise  Regular  Military  Compensation  (RMC)--basic  pay,  quarters 
and  subsistence  allowances,  and  tax  advantage  - -would  be  replaced  by 
a single  payment  of  salary.  All  military  personnel  would  be  compen- 
sated under  a salary  system.  The  levels  of  RMC  currently  existing 
would  be  converted  to  a military  salary  for  each  pay  grade. 

In  addition,  a "fair  market"  system  of  charges  for  personnel 
living  in  government  quarters  and  for  enlisted  personnel  eating  in  govern- 
ment messes  would  need  to  be  implemented  \inder  a salary  system. 

COST  IMPACT 

Since  the  RMC  levels  currently  existing  would  be  converted 
to  a salary,  there  would  be  no  additional  compensation  costs  under 
a salary  system  (ignoring  possible  saved  pay  provisions).  However, 
there  would  be  additional  DoD  budget  costs  as  shown  in  Table  K. 
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COMPARARILITY-BASED  SYSTEM/CURRENT  PAYS  AND  ALLOWANCES 
I’ndor  a comparability-hasi'd  systi-m,  tlu-  U-vcls  of  military  com- 
pi  nsation  will  bo  si't  s\u  h that  they  aro  comparable  to  the  compensation 
receivt'd  by  Federal  Civil  Service  employees.  Compensation  ccjmpara- 
bility  is  determined  through  work  level  ridationships  betwei'n  Civil 
St'rvit  e and  military  grades.  In  addition,  military  personnel  may  be 
compensated  for  the  unique  conditions  oi  military  service 
which  is  not  normally  found  in  civilian  employment.  This  "X-factor" 
is  over  and  above  that  determined  through  the  comparability  process. 

Crucial  to  setting  military  compensation  based  on  comparability  is 
a decision  on  the  work  level  linkages  between  Civil  Service  and  military 
grades.  The  QRMC  Study  Group  has  not  yet  made  a decision  on  what  the 
proper  linkages  should  be.  A range  of  five  alternative  linkages  was 
presented  to  the  Study  Group.  For  illustrative  purposes,  two  alternatives 
will  be  analyzed  in  this  paper  for  showdng  how  military  compensation  would 
ultimately  be  set  under  a comparability-based  system: 

(1)  Linuage  to  Civil  .Service  at  tue  General  .^cucdule  (white 

collar)  grades  based  on  Civil  .Service  whole  grade  Job  Evaluation  Methodology. 

Xiiis  alternative  sets  a bottom  range  lor  military  ctmipensation  under  tlie  com- 
parability systeni.  The  assumed  linkages  are  those  developed  by  previous 
compensation  studies:  E-3  to  GS-3,  E-7  to  GS-7,  0-1  to  G.S-7,  and  0-8  to  GS-18; 

(2)  linkage  to  Civil  Service  at  a combination  of  General  Schedule 
and  wage  grades  based  on  the  Comparative  Analysis  Metmdology . This 
alternative  w'ould  set  the  upper  range  for  military  compensation.  The 
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assumed  linkages  are;  E-3  to  a white  collar /blue  collar  combination 
(13%  of  way  between  GS-3  and  GS-5  + 79%  of  way  between  WG-5  and  WG-6); 

E-7  to  a white  collar/blue  collar  combination  (18%  of  way  between  GS-7 
and  GS-9  i 24%  of  way  betweenWS-9  and  WS-IO;  0-1  to  GS-7  and  0-8  to 
GS-18. 

(1 ) Linkage  to  General  Schedule  Only 

The  beginning  point  in  determining  military  compensation 
based  on  linkage  to  the  Civil  Service  General  Schedule  is  to  derive  estimates 
of  Gen.  ral  Schedule  compensation.  Table  L displays  estimates  of  total  compen- 
sation by  grade  for  General  Schedule  employees.  As  with  the  estimates 
of  total  military  compensation,  the  computation  of  total  compensation 
for  General  Schedule  employees  rests  upon  assumptions  and  method- 
ologies which  are  subject  to  considerable  disagreement.  These  estimates 
will  be  used,  along  with  the  estimates  of  military  compensation  in  Tables 

A and  B,  for  illustration  purposes. 

Charts  1 through  4 show  a graphical  comparison  of  compensation 

parity  paylines  based  on  Civil  Service  compensation  practices  with  current  mili 

tary  compensation.  The  charts  are  tor  officer  and  enlisted  grades  and  display 

both  salary  (MES)  and  total  military  compensation.  What  the  graphs  depict, 
in  general,  is  that  General  Schedule  salaries  tend  to  be  higher  than  MES 

but  the  average  level  of  total  compensation  in  the  two  systems  at  the  linkage 
points  are  quite  similar.  Table  M shows  a comparison  of  total  compen- 
sation between  the  military  and  General  Schedule  at  the  linkage  points. 
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Total  compensation  estimates  lor  military  and  Civil  Service  personnel 
used  throughout  this  I'esearch  papi-r  are  based  on  the  lollowing  set  ol 
assumptions : 

- Fconomic  assumptions  used  in  deterred  benel'its  are:  b”’  interest 
rate;  3"'  pay  grade;  4"!  CPI  growth  which  translates  into  a 5.  2'^f  annual 
adjustments  to  retired  pay. 

- The  entry  age  normal  methodology  was  used  in  \aluing  retirement 
benefits.  This  producted  a valuation  of  31.3”  ot  basic  pay  lor  ollicers, 

32.  1"'  of  basic  pay  for  enlisted  personnel,  and  21.74”i  ol  salary  for  Civil 
Service  employees  (28,  74F  normal  costs  less  7”:  employee  contribution) 

- Life  insurance  benefit  for  civilians  is  based  on  the  government  con 
tribution  to  cost  of  coverage  ($4.  615  pe  r $1,  000  of  insurance). 

- Other  military  benefits: 

- 4.  95T  of  basic  pay  for  social  security  benefit 

- Survivor  benefits:  1.  3368”/-  of  basic  pay  for  officers  and  0.  538<yi 

of  basic  pay  for  enlisted  personnel. 

- $4  per  member  for  Death  Gratuity  benefit  valuation 

- Die  benefits  based  on  economic  assumption  above.  DIC  benefit 
ranges  from  $0  per  year  for  0-1  to  $863  per  year  for  W-4. 

The  slope  of  the  General  Schedule  pay  line  is  shaped  by  the  accession, 
retention  and  promotion  policies  of  the  Civil  Service.  The  slope  of  the 
military  pay  line  will  be  shaped  by  considerations  of  military  accession, 
retention  , promotion  flow  points,  etc.  The  compensation  at  the  linkage 
points  will  bo  used  to  set  the  parameters  of  the  military  payline.  For 
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illustrative  purposes,  the  linkage  points  are  used  and  it  is  assumed  that 
work  level  differentials  are  linear  in  both  the  General  Schedule  and  the 
military.  Work  level  analysis  performed  on  selected  grades  in  the  two 
systems  indicates  that  may  not  be  the  case.  The  military  total  compen- 
sation pay  line  which  achieves  total  compensation  parity  with  the  General 
Schedule  is  graphically  displayed  at  Charts  3 and  4.  Using  this  assumption, 
total  military  compensation  parity,  without  application  of  the  "X-Factor", 
and  based  on  linkage  to  the  General  Schedule  would  require  reductions  in 
conpensation  for  a number  of  military  grades.  (Table  N)  Overall,  current 
total  military  compensation  would  be  reduced  by  approximately  $1.8 
billion.  (Table  O). 

■Adding  the  "X-Factor"  to  military  compensation  produces  mi.xed 
results  depending  on  the  amount  of  the  "X-Factor".  At  5^1  of  current  RMC, 
addition  of  the  "X-Factor"  would  result  in  substantial  increases  in  total 
compensation  for  the  officer  grades  (with  the  exception  of  the  senior 
Generals)  and  substantial  reductions  in  total  compensation  for  most  of  the 
enlisted  grades  relative  to  current  TMC  levels.  Overall  cost  impact  would 
l;*e  a reduction  of  approximately  $1  billion  in  total  military  compensation. 
Adding  an  "X-Factor"  of  15%  of  current  RMC  would  give  large  increases  in 
total  compensation  for  all  officer  grades  and  would  produce  mixed  results  for 
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enlisted  personnel.  The  senior  enlisted  grades  (E-7,  E-8,  and  E-9) 
would  have  a large  reduction  in  total  compensation.  Overall,  total  niilitcvry 

compensation  would  be  increased  by  approximately  $1.5  billion. 

(2)  Linkage  to  Civil  Service  at  a combination  of  General  Schedul^ 
and  Wage  Grade 

An  alternative  linkage  under  the  comparability-based  syStem 
and  one  which  generally  sets  the  upper  bound;  of  the  military  total 
compensation  payline  is  to  include  wage  grade  employees  at  the  enlisted 
linkage  grades.  Total  compensation  comparisons  at  the  linkage  grades 
are  shown  in  Table  P. 

Assuming  a military  total  compensation  payline  shaped  the  same 

as  the  Civil  Service  total  compensation  line,  total  compensation  levels 
which  achieve  parity  with  Civil  Service  are  determined  for  the  other 
enlisted  grades.  The  results  are  shown  in  Table  Q.  The  total  compensa- 
tion impact  is  shown  at  Trble  P. 

COMPARABILITY  SYSTEM /MODIFIED  PAYS  AND  ALLOWANCES 

Under  this  alternative,  the  current  levels  of  military  compensation 
would  be  adjusted  to  achieve  parity  with  the  Federal  Civil  Service. 

Within  the  adjusted  levels  of  military  compensation,  the  quarters  and  sub- 
sistf’nce  allowances  would  be  adjusted  to  levels  which  would  defray  housing 
and  food  expenses  and  would  be  paid  to  bachelors  on  sea  duty.  Since  the 
changes  to  military  compensation  determined  through  the  comparability 
process  would  vary  significantly  by  pay  grade,  whetlier  the  linkages  arc 
with  Cieneral  .Schedule  only  or  with  a combination  of  General  Schedule  and 


24 


i 


Wage  Grade,  adjusting  the  aliowances  to  cover  expenses  would  necessarily 

occur  over  a period  of  time  in  order  to  maintain  balance  in  the  military 
compensation  system. 

The  cost  impact  of  this  system  is  that  which  would  be  necessary  to 
achieve  total  compensation  parity.  This  may  range  from  a com- 
pensation cost  reduction  of  $1.8  Billion  to  additional  compensation  costs 
of  $5.  9 Billion  depending  on  the  linkage  alternative  and  method  of  recog- 
nizing the  "X-Factor".  The  cost  of  converting  the  current  system  to  the 
modified  pays  and  allowances  system  - -adjusting  the  allowances  to  cover 

intended  expenses  - -would  be  absorbed  over  a period  of  time  through  the 
annual  pay  adjustment  mechanism. 

COMPARABILITY  SYSTEM/  FULLY  TAXABLE  PAYS  AND  ALLOWANCES 
Under  this  alternative,  the  adjustment  to  the  current  pays  and 
allowances  system  would  be  accomplished  in  two  steps:  (1)  the  levels  of 
total  military  compensation  required  to  achieve  total  compensation 
parity  with  the  Federal  Civil  Service  would  be  determined  using  one  of 
the  linkage  alternatives.  Adjustments  to  the  current  levels  of  total  mili- 
tary compensation  would  then  be  made  for  each  pay  grade.  The  adjustments 
may  vary  significantly  by  pay  grade;  (2)  as  under  the  con  petitive  system, 
the  two  allowances  would  then  be  adjusted  to  cover  food  and  housing 
expenses  and  a "fair  market"  system  or  charges  for  government  provided 
food  and  housing  would  be  implemented. 

The  cost  impact  of  this  alternative  is  also  composed  of  two  parts; 

(1)  the  cost  impact  of  achieving  total  compensation  parity.  As 
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discussed  previously,  this  may  range  from  a total  compensation  reduction 
of  $1.  8 billion  to  additional  total  compensation  of  $5.  9 billion  depending 
I on  the  linkage  alternative  and  method  of  recognizing  the  "X-Factor,  ” 

I (2)  the  cost  impact  of  coverting  the  current  pays  and  allowances  system 

I to  a fully  taxable  pays  and  allowances  system.  (Shown  in  Table  I). 

f 

^ COMPARABILITY  SYSTEM/COMBINED  SYSTEM 

■ _ - 

. Under  this  alternative,  levels  of  military  compensation  would  be 

adjusted  to  achieve  compensation  parity  with  the  Federal  Civil 
Service.  For  those  enlisted  personnel  who  comprise  the  non-career 
force,  the  adjustments  will  be  made  within  the  framework  of  the  current 
pays  and  allowances  system.  Officer  personnel  and  all  those  enlisted  per- 
sonnel careerists  would  be  paid  under  a salary  system  the  levels 
of  which  would  be  determined  through  the  comparability  process.  For 
personnel  residing  in  government  quarters  and/or  subsisting  in 
government  messes,  a "fair  market"  system  of  charges  will  have  to  be 
implemented. 

The  cost  impact  of  this  system  is  both  that  of  achieving  parity 
(ranging  from  -$1.8  billion  to  + $5.  9 billion)  and  of  converting  the  current 
pays  and  allowances  system  to  the  combined  system  (shown  in  Table  J). 
COMPARABILITY  SYSTEM/SALARY 

The  salary  levels  by  pay  grade  under  a comparability  system  will 
be  determined  through  total  compensation  parity  with  the  Federal 


Civil  Service. 


Onco  the  total  compensation  parity  levels  by  pay  grade  are 
determined,  adjustments  will  be  made  to  the  current  levels  of  RMC  and 
the  adjusted  RMC  amount  will  be  converted  to  a salary,  A fair  market 
system  of  charges  for  government  provided  food  and  housing  will  be  made 

The  cost  impact  of  converting  to  a salary  at  parity 
is  twofold:  (1)  the  cost  impact  of  achieving  parity- - 

from  a total  compensation  reduction  of  $1.8  billion  to  additional  total 
compensation  of  $5.9  billion,  and  (2)  the  cost  impact  of  converting  the 
pays  and  allowances  system  to  a salary  system.  (Table  K). 

SUMMARY 

There  are  two  major  decisions  to  be  made  by  the  QRMC 
which  will  define  the  broad  outlines  of  the  military  compensation  system; 

(1)  Should  levels  of  military  compensation  be  determined  by  a 
comparability-based  system  or  a competitive-based  system?  ; 

(2)  What  type  of  system  should  be  used  to  compensate  military 
personnel--(a)  the  current  pays  and  allowances  system;  (b)  a modified 
pays  and  allowances  system;  (c)  taxable  pays  and 

allowances  system;  (d)  a combined  modified  pays  and  allowances  and 
salary  system;  a salary  system? 

The  cost  impact  of  the  decisions  are  significant.  The  total  compen 
sation  cost  differences  of  the  parity  decision  alone  can  range  from 
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a reduction  of  $1.8  billion  to  an  increase  of  $5.9  billion  dollars.  Table 
S summarizes  the  cost  impact,  and  comparison  of,  the  alternative  com- 
pensation systems.  It  must  be  emphasized  that  at  this  stage  the  cost 
calculations  are  preliminary  approximations.  Refined  cost  estimates 
can  be  made  after  decisions  are  made,  for  example,  on  implementation 
of  a comparability-based  system. 

IMPACT  OF  ALTERNATIVE  COMPENSATION  SYSTEMS  ON  INDIVIDUAL 
SERVICE  MEMBERS 

Table  S gives  rough  aggregate  cost  impacts  of  the  various  alternative 
compensation  systems.  While  there  are  significant  cost  implications  of 
each  of  the  alternative  compensation  systems,  there  are  also  significant 
shifts  in  compensation  among  military  personnel  associated  with  the 
alternatives.  At  Appendix  A are  sixteen  tables  which  show  the  impact  of 
the  alternatives  on  four  different  situations  at  four  selected  military  grades 
The  selected  grades  are  E-3,  E-7,  0-2,  and  0-5.  The  officer  grades  used 
in  constructing  the  parity  payline  was  0-1  and  0-8,  However,  because 
grades  0-2  and  0-5  are  more  representative  of  population  density  in  the 
officer  grades,  they  were  chosen  for  illustrative  purposes.  Modal 
longevity  step  and  for  married  personnel,  modal  family  size,  was  used 
for  the  selected  examples.  Total  compensation  parity  for  0-2  and  0-5 
is  that  derived  from  the  total  compensation  parity  payline.  (See  Table  N). 
For  each  grade  the  alternative  compensation  systems  impacts  are  shown 
for  the  following  situations: 


(a)  married  and  receiving  cash  allowances. 

(b)  married  and  receiving  in-kind  allowances  (quarters). 

(c)  single  and  receiving  cash  allowances. 

(d)  single  and  receiving  in-kind  allowances. 

The  calculations  for  the  tables  were  made  under  the  following 
assumptions; 

1.  All  of  the  adjustment  necessary  to  achieve  total  compensation 
parity  under  the  comparability  alternatives  were  made  in  basic  pay. 

Z.  The  compensation  adjustments  are  those  under  a system  without 
an  "X-Factor". 

3.  Quarters  allowances  under  the  modified  system  is  the  QRMC  Staff 
developed  value  of  government  quarters  and  subsistence  value  is  current 
raw  food  cost  to  government. 

4.  Quarters  allowance  under  the  fully  taxable  system  is  the  off  post 
rental  expenses  as  reported  in  the  NAVFAC  survey  for  married  personnel, 
and  approximated  by  using  current  BAQ  rates  for  single  personnel.  Sub- 
sistence allowance  is  food  expenses  reported  by  BLS. 

5.  The  salary  for  each  selected  example  under  the  competitive 
system  is  the  average  cash  and  in-kind  RMC  for  that  pay  grade  and 
longevity  step.  This  salary  amount  is  adjusted  under  the  comparability 
systems  to  achieve  total  compensation  parity. 
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IMPLICATIONS 

There  may  be  significant  compensation  shifts  both  among  military  pay 
grades  and  within  grades  depending  upon  the  alternative  compensation  system 
selected,  as  shown  in  the  sixteen  charts  of  selected  examples  at  Appendix 
A.  The  range  of  aggregate  cost  impact  is  also  significant  (Table  S).  For 
example,  a comparability-based  system  linked  to  General  Schedule  only 
and  without  an  "X-Factor"  is  less  costly  than  a competitive  based  com- 
pensation system.  However,  if  the  linkage  points  are  based  on  a com- 
bination of  General  Schedule  and  Wage  Grade,  the  comparability  based 
system  is  more  expensive  than  any  of  the  competitive  based  systems. 

The  intent  of  this  research  paper  is  to  serve  as  a working  document 
which  can  be  used  as  a tool  for  analyzing  compensation  and  cost  implications 

of  decisions  on  major  issues  of  the  1975  QRMC. 

A detailed  analysis  of  the  compensation  shifts  which  would  result  from 
each  of  the  alternative  compensation  systems  will  be  provided  in  a supple- 
mentary research  paper. 
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COST  ESTIMATE  OF  EQUALIZING 
OUARTERS  ALI.OWANCES 


PAY 

GRADE 

NUMBER  OF  PERSONNEL 
WITHOUT  DEPENDENTS 

ADDITIONAL  COST 
TO  EQUALIZE 

TOTAL  COST 

0-10 

1 

% 

$ 767 

$ 767 

0-9 

4 

767 

3,  068 

0-8 

6 

767 

4,602 

0-7 

9 

i 

767 

6,903 

0-6 

1, 088 

■}. 

619 

673,472 

0-5 

2,  670 

540 

1, 441, 800 

0-4 

5,579 

490 

2,733,710 

0-3 

14, 981 

- 

493 

7, 385,633 

0-2 

12,221 

493 

6,  024, 953 

0-1 

16, 86  / 

436 

7,  354, 012 

W-4 

154 

472 

72,688 

W-3 

384 

482 

185,088 

W-2 

667 

490 

326, 830 

W-1 

240 

490 

117,600 

E-9 

535 

709 

379, 315 

E-8 

1, 842 

670 

1,234, 140 

E-7 

7,  461 

756 

5,  640, 516 

E-6 

20, 178 

-- 

720 

14, 528, 160 

E-5 

77, 084 

612 

47, 175,408 

E-4 

223,864 

529 

118,424,056 

E-3 

214, 028 

• 

432 

92, 460, 096 

E-2 

187, 367 

544 

101,  927,  648 

E-1 

128, 961 

594 

76, 602, 834 

T otal 

916, 191 

$484,  703,299 

1 This  assumes  that  all  bachelors,  including  those  on  sea  duty,  would  continue 
to  forfeit  the  current  without  dependents  BAQ  rates. 
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Value  of  government  quarters  based  on  capital  and  operatinid  costs. 


TABLE  I 


COST  IMPACT  OF  CONVERTING  CURRENT  PAYS  AND  ALLOWANCES 
SYSTEM  TO  A FULLY  TAXABLE  PAYS  AND  ALLOWANCES  SYSTEM 


I.  Basic  Pay 
II.  BAQ 


A.  Married  BAQ 
Married  Cash 
Married  In-Kind 


($  Millions) 

Current  System  Fully  Taxable  System 
$16,  243.  6 $16,  243.  6 

3, 073. 9 4, 064. 9 


2,  670. 3 3,  1 14. 8 

1,  705. 4 3,1  14. 8 

964.9 


Collections 


964.  9 


Net  DoD  Cost 

B.  Bachelor  BAQ 
Bachelor  Cash 
Bachelor  In-Kind 
Bachelor-In- Kind  (at 
sea  and  remote) 

C ollections 
Net  DoD  Cost 


1, 705. 4 

403. 6 
154.  7 
194.  6 
54.  3 


154.  7 


2, 149. 9 

950.  1 
950.  1 


194.  6 
755.  5 


III.  BAS  1.  B62.  1 

A.  Married  BAS  (Cash)  1,031.8  1 , 254.  6 

B.  Single  BAS  830.  3 966.  4 

Single  Cash  1 1 1.8  966.4 

Single  In-Kind  718.  5 

Collections  503.  6 


Net  DoD  Cost  I,  143.  6 


IV.  Tax  Advantage  L 4 1 3 . o 

Total  Military  Equivalent  Salary  $22,  393.4 

Total  DoD  Costs  of  Cash  EUmients  19,  247.  3 
of  MES  (Excludes  n-Kind  ,A.llow- 
ances  and  Tax  AdvantagfJ 

Government  Net  Cash  Outlay  for  MES  19,  247.  3 


$22,  529.  5 $t  1 36.  1 
20, 86b. 4 + 1, 619.  1 


19,  6 38.  4 


t 391.  1 


TABLE  J 


COST  IMPACT  OF  CONVERTING  CURRENT  PAYS  AND  ALLOWANCES 
SYSTEM  TO  A COMBINED  PAYS  AND  ALLOWANCES  AND  SALARY  SYSTEM 


Combined  System 


($  Millions) 


Total 

Force 


Current  System 


Married  BAQ 
Married  Cash 
Married  In-Kind 


Collections 


Net  DoD  Cost 


Bachelor  BAQ 
Bachelor  Cash 
Bachelor  In-Kind 
Bachelor-In- Kind  (at 
sea  and  remote) 


Net  DoD  Cost 


Collections 


Total  Military  Equivalent  Salary 


Total  DoD  Costs  of  Cash  Elements 
of  MES  Excludes  In-Kind  Allow- 
ances and  Tax  Advantage] 


Government  Net  Cash  Outlay  for  MES 


This  number  is  Career  Force  Salar 
Hue  to  rounding. 


482. 

, 1 

111. 

, 3 

111. 

3 

255. 

. 8 

50. 

. 0 

160. 

,9 

44. 

9 

160. 

9 

1, 030. 

, 4 

334. 

. 0 

694. 

_4 

TABLE  K 


COST  IMPACT  OF  CONVERTING  CURRENT  PAYS  AND  ALLOWANCES 
SYSTEM  TO  A MILITARY  SALARY  SYSTEM 

($  Millions) 


Basic  Pay 


II.  BAQ 


Current  System  Salary  System 
$16,  243.  6 $22,  393. 4 


3, 073. 9 


A.  Married  BAQ  2,  670.  3 

Married  Cash  , 1,705.4 

Married  In-Kind  964.  9 

Collections 


964.  9 


Net  DoD  Cost 

B.  Bachelor  BAQ 
Bachelor  Cash 
Bachelor  In-Kind 
Bachelor-In- Kind  (at 
sea  and  remote) 

Collections 
Net  DoD  Cost 


1,  705.4 

403.  6 
154.  7 
194.  6 
54,  3 


154.  7 


194.  6 


m.  BAS 


1, 862.  1 


A.  Married  BAS  (Cash)  1,031.8 


B.  Single  BAS 
Single  Cash 
Single  In-Kind 

Collections 


830.  3 
111.  8 
718.  5 


503.  6 


Net  DoD  Cost 


1, 143. 6 


IV.  Tax  Advantage 


1, 213. 8 


Total  Military  Equivalent  Sala ry  $22,  393.4  $22,  393.4 


Total  DoD  Costs  of  Cash  Elements  19,  247.  3 
of  MES  (Excludes  In-Kind  Allow- 
ances and  Tax  Advantage] 


20, 730. 3 


Government  Net  Cash  Outlay  for  MES  19,  247.  3 19^  516.  5 


•t  1, 483. 0 


+ 269.  2 
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Average  salary  of  white  collar  (18%  of  way  between  GS-7  and  GS-9)  and  blue  collar  (24%  of  way 
between  WS-9  and  WS-10).  Distribution  assumption  for  calculating  average  was  51%  white  collar 
and  49%  blue  collar. 
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the  social  security  cost  increases  over  the  current  system  are:  Modified  pays  and  allowances , none; 
Fully  Taxable  pays  and  allowances,  $11S  million;  Combined  system,  $113  million;  Salary  system, 
$290  million.  The  social  security  cost  impact  under  the  comparability  systems  have  not  been  in- 
cluded since  they  are  highly  dependent  on  how  the  compensation  adjustments  are  made. 
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SELECTED  EXAMPLE  COMPARISONS  UNDER  ALTERNATIVE  COMPENSATION  SYSTEMS 


SELECTED  EXAMPLE  COMPARISONS  UNDER  ALTERNATIVE  COMPENSATION  SYSTEMS 
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SELECTED  EXAMPLE  COMPARISONS  UNDER  ALTERNATIVE  COMPENSATION  SYSTEMS 


£ 5 11 


— ' rg 

00  sO 
00  r-  ro 
00  sO  CO 


O O 00 
r-  ID  o 
^ ro 

00  vD  r- 


iD  rg  (D 
^ rg 
vO  sO  f'- 
00  «D  r- 


^ 0) 

g 3 
^ (1) 

oj  tn  g 

;>  o Cl 
:g  a o 
S,  <n  U 

CT  g 

w q « 


q 

S 

^ r- 

rg  o 


O 00 

On  rg 

00  D-  CO 
On  >—* 


m eg  ro 
•sO  <0  -i* 
00  — 

fM  On  — * 


00 

CO 

ON 

D 

0 

00 

D 

0 

rg 

D 

00 

r- 

ON 

vO 

D 

D 

00 

sO 

fN- 

rg  CO  ^ 
ID  — . 00 
00  so  fN- 


H 

D 

fN- 

rg 

D 

»— 1 

0 

0 

(N- 

ON 

D 

rg 

D 

nO 

_4 

<A- 

D 

M 

sC 

D 

00 

\0 

u 

, 0 

nO 

0 

rg 

m 

00 

ON 

t'- 

D 

D 

D 

2 

1 

D 

D 

a 

1 

i—t 

1 

rg  vo  r- 

LD  -VJ 

vD  ON 


ON  vO  — • 
sD  sO  ID 
D D D 
O D 


ON  rg  On 
00  D 
ON  ON  On 


cn 

cn 

ON 

O' 

ON 

D 

D 

•< 

NJ 

rg 

rg 

rg 

D 

D 

D 

ffl 

ON 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

rj 

rg 

rg 

'VJ 

Aj 

rg 

On 

ON 

CJN 

<\ 

00 

00 

00 

«1 

D 

m 

rj 

rg 

rg 

u 

0*1 

01 

^ --I 

ON 

0 

0 

On 

0 ^ 

V) 

>>  rf 

0 

D 

rg 

rr  D 

vD 

ITJ 

(d  0 

ON 

sO 

00 

0 

ON 

q 

CU 

•ea- 

^•3 

^ <x 
nj  c 

.M  a 

-o  .t;  ^L 

^ i ^ 

a o > 

3 E ^ 

° o to  (/: 

2 u o o 


^ J3  a 

•5  j*  2 £ 

3 .t: 

.'  t;  6 o 

>,  Q.  o > 

q £ ^ 

3 o tn  10 

q u o u 


> 

TJ  ■;;: 
(U  .tn 

Q.U 

.C  0; 

i ^ 

.0  a. 

(h 

i:  6 

u 

(TJ 

0 0 

U2  cn 

(d 

u u 

0 a 

V5 

^Cash  pay  less  forfeitures  for  housing  and  subsistence  and  taxes  as  applicable, 

^Sum  of:  Basic  Pay;  BAQ  and  BAS  (or  quarters  and  subsistence  in  kind  where  applicable; 
less  federal  income  and  social  security  taxes). 
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less  federal  income  and  social  security  taxes). 


SELECTED  EXAMPLE  COMPARISONS  UNDER  ALTERNATIVE  COMPENSATION  SYSTEMS 


Hi 

00 

00 

O' 

in 

(NJ 

O 

r- 

ro 

00 

to 

to| 

o 

fsj 

sO 

00 

iTi 

o 

o 

iTi 

.-H 

X 

vO 

LTt 

ro 

IT) 

r- 

00 

o 

(N) 

00 

fNJ 

fO 

rj 

o 

nO 

00 

00 

O' 

o 

ro 

o 

(NJ 

l-HI 

(NJ 

sO 

o 

.-4 

ir> 

tn 

V.O 

rj 

EH 

•> 

•« 

«> 

a. 

a. 

h| 

r\J 

rj 

rj 

kPf 

U 

2 


« 


ni  'O 


H < 


< 

CQ 


a 

< 

CQ 


rO 

ON 

sO 

tn 

ON 

sO 

— H 

o 

1— 1 

00 

ON 

m 

rp 

00 

o 

o 

a. 

a. 

ak 

a. 

a 

a 

rJ 

(VJ 

ON 

(NJ 

o 

rj 

— w 

F— 

■— t 

«— « 

— H 

,—1 

-ee- 

>- 

(X' 

nO 

rJ 

r- 

00 

o 

1 

1 

1 

nD 

sO 

CO 

< 

ro 

ON 

ON 

ON 

m 

m 

m 

. . 

rj 

(NJ 

rj 

(N 

LT) 

in 

m 

y 

ON 

o 

o 

o 

o 

O 

o 

•k 

a. 

a 

a 

p.-) 

.—4 

•—I 

y=i- 

CO 

00 

o 

o 

o 

o 

o 

o 

ON 

ON 

ON 

On 

On 

ON 

vO 

■"O 

m 

m 

ro 

ro 

ro 

a 

a 

a 

a 

a 

a 

<— • 

a— ( 

p— 1 

O'  vD  — ■ 
''O  'sO  lH 
lO  iD  rO 

'i'  O ro 


in 

m 

a~4 

ON 

, o 

o 

o 

o 

u 

rf 

O 

<>n 

rj 

vO 

>£> 

n 

>s 

♦ 

a 

a 

a 

a 

a 

PQ 

CU 

$10 

ON 

sO 

00 

o 

C-- 

(T' 

CO 

c 

(U 

u 
:3 
r ) 


5 ;; 

XI  a 

^ 5 

nS  O 
a U 

E 


o 

U 


O 


u 
Q. 

£ 

o CO  CO 

u o o 


4-1  (U 

rzJ  {< 

a 

£ 
o 
U 


a. 

£ 

o CO  CO 
U O O 


c 
o CO 
U O 


X3 

n) 

rt 

Ou 

£ 

o 

u 

o 

to 

o 


>'  ■? 
^ a 

<TJ  C 

^ 5 

a U 

“g 

u > 
to  to 
o o 


J 

i 


^Cash  pay  less  forfeitures  for  housing  anti  subsistence  and  taxes  as  applicable. 

2Sum  of;  Basic  Pay;  BAO  and  BAS  (or  quarters  and  subsistence  in  kind  where  applicable; 
less  federal  income  and  social  security  taxes). 
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^Cash  pay  less  forfeitures  for  housing  and  subsistence  and  taxes  as  applicable. 

2Sum  of:  Basic  Pay;  BAO  and  BAS  (or  quarters  and  subsistence  in  kind  where  applicable; 
less  federal  income  and  social  security  taxes). 
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Cash  pay  less  forfeitures  for  housing  and  subsistence  and  taxes  as  applicable. 

'Sum  of:  Basic  Pay;  BAO  and  BAS  (or  quarters  and  subsistence  in  kind  where  applicable; 
less  federal  income  and  social  security  taxes). 
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INTRODUCTION 

The  QRMC  will  compare  military  compensation  with  compensation 
of  other  groups  of  employees  in  the  private  and  public  sectors  of  the 
economy  including  the  Federal  Civil  Service.  In  order  for  the  QRMC 
to  make  comparisons  with  civilian  salaries,  those  elements  of  the 
current  military  pays  and  allowances  system  which  constitute  a 
military  equivalent  of  civilian  salary  must  be  identified.  Under  a 
pays  and  allowances  system  the  items  that  constitute  a military 
equivalent  of  salary  need  to  be  identified  in.  order  to  make  comparisons 
with  civilian  salaries  and  to  enable  conclusions  to  be  drawn  about 
the  adequacy  of  those  pays  and  allowances.  Under  a military  salary 
system,  those  items  of  the  current  pays  and  allowances  system  which 
should  comprise  military  equivalent  salary  would  make  up  the  elements 

of  salary. 

BACKGROUND 

A review  was  made  of  previous  studies  of  military  compensation 
to  see  how  the  issue  of  military  equivalent  of  civilian  salary  has  been 
treated  in  the  past.  The  findings  are  summarized  as  follows; 

1,  Hook  Commission-194S^^ 

The  Hook  Commission  Study  of  1948  was  the  most  comprehensive 
1 / Career'CoT^q^sation  for  Uniformed  Force_s,  Advisory  Commission 

on  Service  Pay,  December  1948 
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study  of  military  compensation  that  had  been  made  since  1908. 

In  arriving  at  recommendations  on  the  level  of  military  pay,  the 
Commission  made  comparisons  with  salaries  of  civilians  in  private 
industry.  The  Commission  compared  what  it  termed  "basic  compen- 
sation" with  civilian  salaries.  "Basic  compensation"  was  defined  as 
basic  pay  and  the  basic  allowances  for  subsistence  and  quarters. 

The  Commission  recognized  that  in-kind  quarters  and  subsistence 
were  part  of  "basic  compensation"  for  those  personnel  receiving 
them.  An  estimated  value  of  government-furnished  food  and  housing 
was  added  to  the  basic  pay  of  junior  enlisted  personnel  receiving 
in-kind  quarters  and  subsistence  when  comparisons  of  their  "basic 
compensation"  were  made  to  private  industry  salaries.  While  basic 
pay  was  defined  as  pay  for  responsibility  and  thus  clearly  a part  of 
a military  equivalent  of  salary,  no  explicit  rationale  was  given  for 
including  quarters  and  subsistence  except  that  it  was  necessary  to 

include  the  allowances  when  comparing  to  civilian  salaries  to  be  "fair 

1/ 

and  practical.  The  Commission  did  not  account  for  the  tax  advantage 
arising  from  the  fact  that  the  two  allowances  are  not  subject  to  Federal 
income  tax  when  comparing  basic  compensation  with  civilian  salaries. 
However,  this  tax  advantage  was  recognized;  in  the  introduction  to 
the  final  report,  the  Commission  stated,  "...he  (the  military  member) 


1 / Ibid,  p.  18 
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has  an  equal  responsibility  to  support  himself  and  his  dependents  and 
to  participate  in  the  cost  of  government  as  a taxpayer.  The  present 
tax  exemption  now  enjoyed  by  service  personnel  should  be  extended 
only  until  the  compensation  is  equitably  adjusted.  " 4-^ 

In  summary,  the  Hook  Commission  considered  the  military 
equivalent  of  civilian  salary  to  consist  of  basic  pay,  quarters  (cash 

in-kind),  and  subsistence  (cash  or  in-kind)  with  the  recommendation 
that  once  these  elements  of  compensation  were  adjusted  to  be  equitable 
with  salaries  in  the  private  sector,  the  tax  exempt  status  of  the 
allowances  should  be  removed. 

2.  Cordiner  Committee  Study-1957  — 

The  Cordiner  Committee  Study  was  conducted  during  a period  in  which  the 
loss  of  military  personnel  with  scientific  and  technological  backgrounds 
was  perceived  as  having  a detrimental  effect  on  national  security. 

After  comparing  military  compensation  with  compensation  in  private 
industry  and  the  federal  government,  the  Committee  concluded  that 
the  low  pay  of  the  military  in  comparison  to  those  groups  was  a major 
reason  that  large  numbers  of  military  personnel,  especially  technically- 
trained  personnel,  were  leaving  the  service  and  recommended  a sub- 
stantial increase  in  basic  pay.  The  Committee  compared  the  sum  of 
basic  pay,  basic  allowance  for  quarters,  and  basic  allowance  for  sub- 
4/  Ibid,  p. ix. 

_4/  A Mode  rn  Concept  of  Manpower  Management  and  Compensation  F or 
Personnel  of  The  Uniformed  Services,  Defense  Advisory  Committee 
on  Professional  and  Technical  Compensation,  Volume  I,  May  1957 
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sistence  with  civilian  salaries  plus  bonuses.  The  Study  did  not  document 
what  was  included  in  bonuses.  The  committee  accounted  for  the  tax  exempt 
nature  of  the  quarters  and  subsistence  allowances  by  making  the 
comparisons  on  net  income  after  Federal  income  taxes.  No  explanation 
was  given  in  the  report  for  defining  the  military  equivalent  of  salary 
in  this  manner. 

3.  Gorham  Committee  1.^  and  Randall  Panel  j./  - 1962. 

The  Randall  panel,  after  reviewing  the  Gorham  Committee  Study, 
advocated  a military  salary  system  but  recommended  that  an  evolutionary 
process  be  used  in  arriving  at  a gross  salary  system  for  the  military. 

The  Gorham  Committee,  in  recommending  a military  salary  system, 
explicitly  defined  what  was  included  in  a military  equivalent  of  salary 
and  the  rationale  for  inclusion. 

The  Committee  defined  civilian  basic  wage  or  salary  as  payment  for 
services  rendered,  the  level  of  wage  or  salary  being  commensurate  with 
the  duties,  responsibilities,  and  skill  required  of  the  job.  Both  the 
Federal  civilian  and  the  private  sector  employee  "is  dependent  upon  his 
wage  or  salary  for  setting  his  individual  standard  of  living,  in  meeting  his 
everyday  needs  and  those  of  his  dependents,  and  taking  his  social  place 
in  the  community.  " 2.^ 

The  Committee  pointed  out  that  the  total  of  basic  pay  and  allowances 
(qxiarters  and  subsistence)  was  the  compensation  upon  which  the  military 


1. /Defense  Study  of  Military  Compensation,  1962. 

2. ^The  Advisory  Panel  on  Federal  Pay  Systems,  1962. 
2/lbid,  p.  6,  Volume  III. 
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member  sets  his  standard  of  living  and,  therefore,  "for  comparison 
of  compensation  systems  it  is  considered  that  the  military  basic  pay, 
including  quarters  and  subsistence  allowances,  plus  the  income  tax 
savings  (civilians  are  taxed  on  total  wage  and  salary,  military  allowances 
are  tax  exempt)  is  comparable  to  civilian  wages  and  salaries.  " This 
was  the  first  explicit  formulation  of  what  is  today  defined  in  law  as 
Regular  Military  Compensation  (RMC). 

4.  Department  of  Defense  Study  of  Military  Compensation  - 1964. 

One  of  the  primary  tasks  of  the  1964  study  of  military  compensation 
was  to  evaluate  a military  salary  system.  While  the  study  recommended 
against  a military  salary  system  primarily  because  of  the  budgetary 
effects,  the  items  of  military  compensation  which  it  considered  the 
military  equivalent  of  civilian  salary  were:  basic  pay;  basic  allowance 
for  quarters;  basic  allowance  for  subsistence;  and  the  amount  of  the 
income  tax  advantage.  Special  pays  would  also  be  included  in  the 
military  salaries  in  those  instances  where  they  apply. 

Although  the  study  did  not  document  the  precise  reasoning  for 
inclusion  of  each  of  those  particular  items  of  compensation  as  the 
military  equivalent  of  salary,  the  criterion  used  was  that  the  pay  or 
allowance  had  to  be  received  by  all,  or  a substantial  portion  of  the  total 
military  population,  and  not  be  subject  to  frequent  "starts"  and  "stop*. 

J.'^Ibid,  p.  8,  Volume  III. 

2,/This  study  (DiFusco  study)  was  an  in-house  effort  which 
approved  by  DoD  or  the  administration  and  never  sent  to 

2./lbid,  p.4-5. 
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5.  First  Quadrennial  Review  of  Military  Compensation-1967—  1 

The  First  Quadrennial  Review  of  Military  Compensation  (QRMC)  ^ 

recommended  a military  salary  system.  It  proposed  that  military  I 

salary  consist  of  the  following  elements:  basic  pay,  quarters  and 
subsistence  allowances;  tax  advantage  (resulting  from  these  non- 


taxable  allowances);  and  an  imputed  retirement  contribution  of  6 1/2%, 
equal  to  the  contribution  made  by  the  Federal  civil  servant,  because 

I the  military  member  does  not  contribute  directly  to  his  retirement. 

f 

I The  rationale  used  by  the  First  QRMC  for  defining  military 

salary  in  this  manner  was: 

a)  Basic  pay,  quarters  and  subsistence  allowances,  and  tax  advantage 

I 

are  all  received  in  one  form  or  another  by  each  military  member 
during  each  pay  period. 

b)  The  nonmilitary  employee  who  is  paid  a salary  normally  has  to 
provide  for  his  quarters  and  subsistence,  and  pay  full  taxes  on 
that  salary. 

c)  The  Federal  civil  servant  contributes  to  his  retirement  out  of 
his  salary  while  the  military  member  makes  no  contribution  to 
to  his  retirement. 

In  summary,  the  major  studies  of  military  compensation  beginning 
with  the  Hook  Commission  in  1948  have  treated  the  military  equivalent 
W Modernizing  Military  Pay,  Report  of  the  First  Quadrennial  Review 


of  Military  Compensation,  November  1967 
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of  civilian  salary  as  composed  of  four  elements:  basic  pay;  basic 

allowance  for  quarters;  basic  allowance  for  subsistence;  and  the  tax 

advantage  which  results  because  these  two  allowances  are  not  subject 

to  Federal  income  tax. 

1 

What  is  Salary? 

Before  attempting  to  determine  the  elements  of  military  compensation 
which  comprise  a military  equivalent  of  civilian  salary,  a search  was 
made  for  a definition  of  salary.  A working  definition  approved  by  the 
Study  Group  is  that  salary  is  a fixed,  periodic  siun  of  taxable  cash 
normally  paid  in  increments  as  the  usual  full  monetary  return  for 
services  performed  without  regard  to  marital  status  or  family  size. 

Hewitt  Associates  defines  salary  as  a fixed  basic  payment  made  for 
time  worked.—^  The  Civil  Service  Commission  and  the  Bureau  of 
Labor  Statistics  generally  define  salary  as  straight  time  pay  for  time 
worked, A recent  book  on  compensation  defines  salary  as  the  base  pay 
which  an  employee  receives  on  a periodic  basis  and  which  generally  sets 
the  employee's  standard  of  living.  — ^ A standard  English  language  dictionary 

i-^Third  Quadrennial  Review  of  Military  Compensation  Study  Group  meeting, 
April  4,  1975. 

— ^The  Elements  of  Compensation,  Hewitt  Associates,  January  1969. 

^^See  the  National  Survey  of  Professional,  Administrative,  Technical, 
and  Clerical  Pay. 

— ^Sibson,  Robert  E. , Compensation,  Amacom,  New  York,  1974. 


! 

1 
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characteristics : 

a.  is  a fixed  amount. 

b.  is  related  to  time  worked,  work  performed,  or  services  rendered. 

c.  payment  is  made  on  a periodic  basis. 


From  time  to  time  various  elements  of  military  compensation  have 

I 

been  proposed  as  being  appropriately  included  in  a military  salary,  or 
' have  been  included  in  the  military  eqtdvalent  in  comparison  with  civilian 

I salary.  Using  the  characteristics  described  above  for  salary,  together 

' with  the  Third  QRMC  working  definition,  each  of  these  elements  are 

I 

analyzed  in  this  paper  with  a recommendation  for  inclusion  or  deletion. 
There  are  several  issues  that  must  be  address  regardless  of 
i the  manner  in  which  military  equivalent  of  salary  is  defined: 

a.  By  direction  of  the  Secretary  of  Defense,  account  must  be  taken 
of  the  unique  conditions  of  military  service  whether  the  current  pays  and 

allowances  system  is  retained  or  a military  salary  system  is  adopted. 

I 

I 

i/webster's  New  World  Dictionary  of  the  American  Language,  The 
World  Publishing  Company,  1966. 

I 
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The  ORMC  staff  will  quantify  this  "x-factor"  to  the  extent  possible. 
Whether  the  "x-factor"  should  impact  the  military  salary  or  equivalent 
of  salary  (as  it  does  under  the  Canadian  and  British  pay  systems)  or 
should  be  accounted  for  in  the  compensation  benefits  (FB)  area  is  an 
issue  which  must  be  decided.  The  QRMC  staff  will  treat  this  issue 
separately. 

b.  If  the  pays  and  allowances  system  is  converted  to  a military 
salary  system,  those  elements  of  military  compensation  which  are  now 
related  to  basic  pay  will  be  affected.  The  Staff  will  develop  alternative 
approaches  to  those  elements  of  compensation  to  maintain  their  relation 
ship  to  the  elements  of  compensation  subsumed  in  salary.  The  compen- 
sation elements  affected  are: 

1.  Retirement 

2.  Reenlistment  Bonus 

3.  Federal  Insurance  Compensation  Act  (FICA) 

4.  Cadets  and  Midshipmen  Pay 

5.  Death  Gratuity 

6.  Reserve  and  National  Guard  Pay 


7.  Dislocation  Allowance 

8.  Family  Separation  Allowance 
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Items  Considered  for  Inclusion  in  Military  Equivalent  Salary. 

1.  Basic  Pay. 

Basic  Pay  is  the  only  compensation  item  received  in  cash  each 
payday  by  all  members  of  the  uniformed  services.  Basic  pay  rates  vary 
by  grade  and  longevity  step  within  each  pay  grade.  Basic  pay  is  the  only 
compensation  item  which,  like  civilian  salaries,  is  payment  for  work 
performed,  responsibility  assumed,  or  time  worked.  Basic  pay  is  the 
only  element  of  military  compensation  on  which  all  military  members 
pay  Federal,  state  and  social  security  taxes.  It  is  the  only  military 
compensation  item  on  which  retirement  benefits  are  based.  Basic  pay 
clearly  belongs  in  a military  equivalent  of  salary. 

2.  Basic  Allowance  for  Quarters. 

All  military  personnel  on  active  duty  are  entitled  to  a basic 
allowance  for  quarters  except  when  assigned  to  government  quarters 
appropriate  to  their  grade,  rank,  or  rating  and  adequate  for  themselves 
and  their  dependents,  if  with  dependents, 

All  military  personnel  must  reside  in  government  quarters  if 
assigned  except  for  0-4's  and  above  without  dependents  who  may 

i/37  U.S.C.  403(a)(b) 

i/oODI  4165.44  (Enel  4),  April  30,  1971. 

I 


choose  to  receive  the  basic  allowance  for  quarters  instead  of  residing 
in  government  quarters,  i./ 

In  1925  the  Court  of  Claims  ruled  in  respect  to  the  allowance  of  public 
quarters  or  commutation  of  quarters  that  . .not  only  are  they  not  allowances 
of  a compensatory  character,  but  they  are  not  income  as  well.  Because 
they  are  not  income,  the  Court  ruled  that  the  allowances  are  not  subject 
to  income  taxes.  It  can  be  argued  that  the  quarters  allowance  is  not 
income  and  , therefore,  should  not  be  included  in  military  equivalent  of 
salary  because  of  the  Court  of  Claims  decision. 

Retirement  income  in  the  private  sector  is  generally  based  upon 
a combination  of  length  of  service  and  salary.  Military  retirement  income 
is  based  upon  a combination  of  length  of  service  and  basic  pay.  For  the 
purpose  of  computing  retirement  benefits,  therefore,  basic  pay  is  the 
only  element  of  military  compensation  that  is  analagous  to  civilian  sector 
salaries.  The  argument  can  be  made  that  since  the  Quarters  allowance  is 
not  counted  as  income  in  computing  military  retirement  benefits,  it, 
therefore,  should  not  be  included  in  a definition  of  military  equivalent 
of  salary. 


Vzi  U.S.  C.  403(a){b) 

i/clifford  Jones  vs.  The  United  States  (60  Ct.  Cls.  552,  April  13.  1925). 
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Quarters  whether  in  cash  or  in-kind  are  received  by  all  service 
members,  every  payday;  that  is,  they  are  either  provided  a place  to 
live  by  the  government  or  are  provided  a cash  allowance  to  enable  them 
to  procure  housing.  It  is  a regular,  periodic  addition  to  income  of 
all  members,  contributes  to  their  standard  of  living  and,  in  this 
sense,  conforms  to  one  definition  of  salary.  The  civilian,  on  the  other 
hand,  is  not  normally  provided  quarters  by  his  employer,  or  a cash 
allowance  for  housing.  He  must  provide  for  a place  to  live  from  his 
salary.  Therefore,  in  comparing  military  pay  to  civilian  salaries,  it 
appears  reasonable  to  include  quarters  in  military  equivalent  of 
civilian  salary. 

The  quarters  allowance  is  based  partly  upon  need  in  that  members 
with  dependents  receive  a larger  allowance  than  those  without  dependents. 
Like  the  civilian  salary  and  military  basic  pay  it  ii,  also  based  partly 
upon  the  level  of  work  performed  or  level  of  responsibility,  in  that  the 
amount  of  the  quarters  allowance  increases  with  pay  grade. 

The  basic  allowance  for  quarters,  as  part  of  Regular  Military 
Compensation,  is  recognized  in  law  as  being  part  of  the  military 
compensation  that  is  adjusted  to  keep  pace  with  increases  in  General 
Schedule  salaries.  Public  Law  90-207  i./  first  tied  military  pay  raises 


i./81  Stat.  649,  P.  L.  90-207,  December  16,  1967. 
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to  Federal  General  Schedule  pay  raises.  The  law  specified  that  the 
overall  average  increase  in  "regular  compensation"  would  equate  to 
the  salary  increase  of  General  Schedule  employees.  Regular  compensation 
was  defined  as  basic  pay,  quarters  and  subsistence  allowances  (either 
in  cash  or  in-kind)  and  the  federal  income  tax  advantage  on  those  allowances. 
Regular  Military  Compensation  is  described  by  the  House  Armed  Services 
Committee  as  the  military  pay  level  which  bears  a reasonable  relationship 
to  civilian  wages  for  equivalent  levels  of  work.  2.^  The  Senate,  on  the 
other  hand,  does  not  accept  the  view  that  RMC  js,the  military  equivalent 
of  salary,  although  they  do  agree  that  RMC  is  that  portion  of  total 
military  compensation  which  is  equatable  to  salary  for  the  purpose  of 
computing  comparability  pay  adjustments.  U 

As  already  described,  all  major  studies  of  military  compensation 
beginning  in  1948  have  included  the  quarters  allowance  when  making 
comparisons  with  civilian  salaries.  Therefore,  for  at  least  the  past 
25  years,  there  has  been  general  acceptance  by  both  the  Department  of 
Defense  and  the  Congress  that  quarters,  whether  in  cash  or  in-kind,  are 
a part  of  military  compensation  and  should  be  included  as  a part  of  the 
military  eqmvalent  of  civilian  salary. 


I/Housc  Report  No.  94-5,  Pay  and  Allowances  of  the  Uniformed  Services 
Pursuant  to  Title  37,  United  States  Code,  1975,  p.  79. 


2/Senate  Report  No.  92-93,  Amending  the  Selective  Service  Act  of  1967. 
To  Increase  Military  Pay;  To  Authorize  Military  Active  Duty  Strengths 
for  Fiscal  Year  1972,  and  For  Other  Purposes,  May  5,  1971,  pJO. 
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Weighing  the  argximents  on  both  sides,  the  concept  of  RMC  and  the 
inclusion  of  quarters  in  repeated  studies  of  military  compensation  seem 
persuasive,  and  the  staff  concludes  that  quarters,  whether  in  cash  or 
in-kind,  be  included  as  a part  of  military  equivalent  of  civilian  salary 
for  purposes  of  making  comparisons  of  compensation. 

It  is  recognized  that  neither  quarters  nor  the  basic  allowance  for 
quarters  are  considered  pay  for  time  worked,  but  are  based  largely  on 
paternalistic  considerations  of  need.  Therefore,  in  considering  a 
salary  system  alternative,  the  unequal  pay  for  equal  work  which  would 
result  from  direct  conversion  would  need  to  be  rectified. 

3.  Basic  Allowance  for  Subsistence. 

All  commissioned  officers  and  all  warrant  officers  are  entitled  to  a 
monthly  basic  allowance  for  subsistence  at  the  same  rate. 

An  enlisted  member  is  entitled  to  the  basic  allowance  for  subsistence, 
on  a daily  basis,  of  one  of  the  following  types: 

a.  when  rations  in-kind  are  not  available 

b.  when  permission  to  mess  separately  is  granted;  and 

c.  when  assigned  to  duty  under  emergency  conditions  where 
no  messing  facilities  of  the  United  States  are  available,  i./ 

The  officer  basic  allowance  for  subsistence  is  difficult  to  evaluate 

-^37  U.S.  C.  402(b) 
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because  the  purpose  of  the  allowance  is  unclear.  A history  of  the 
subsistence  allowance  for  officers  indicates  a changing  philosophy  of 
the  intent  of  the  allowance.  Prior  to  1870,  the  amount  of  subsistence 


i 


was  related  directly  to  rank.  For  subsistence  purposes,  an  officer  was 
authorized  a certain  number  of  rations  or  cash  in  lieu  thereof.  The 
number  of  rations  authorized  ranged  from  two  for  the  lowest  ranking 
officers  to  as  many  as  40  for  the  General  of  the  Army  of  the  United  States. 

In  July  1870  a salary  system  was  adopted  and  rations  were  abolished. 
This  system  remained  in  effect  until  1922  when,  once  again,  subsistence 
allowances  became  part  of  officer's  pay.  Under  the  Pay  Readjustment 
Act  of  1922,  the  amount  of  the  subsistence  allowance  was  not  based  on 
rank,  but  was  based  instead  on  need.  Officers  with  no  dependents  received 
one  subsistence  allowance  and  those  with  dependents  received  two 
subsistence  allowances.  In  addition,  certain  officers  between  the  ages 
of  35  and  50  were  authorized  three  subsistence  allowances  based  on  the 
theory  than  an  officer's  expenses  because  of  his  dependents  are  greater 
during  the  time  he  is  between  those  ages. 

With  the  passage  of  the  Career  Compensation  Act  of  1949,  all 
officers  received  the  same  basic  allowance  for  subsistence.  The 
argument  presented  in  testimony  before  Congress  for  paying  all  officers 
the  same  basic  allowance  for  subsistence  was  that  the  purpose  of  the 
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allowance  was  to  compensate  the  officer  for  the  "unusual  expenses"  to 
which  he  is  subjected  because  of  his  employment,  The  officer, 
while  at  home,  was  expected  to  provide  subsistence  for  himself 
and  his  dependents  out  of  his  basic  pay.  While  away  from  home,  the 
basic  allowance  for  subsistence  is  intended  to  reimburse  him  for  the 
additional  expenses  he  incurs  for  subsistence  and  this  additonal  expense 
is  the  same  for  all  officers  regardless  of  rank  or  number  of  dependents, 

Thus,  the  basic  allowance  for  subsistence  was  judged  to  be  the  same 
for  all  officers. 

The  basic  theory  underlying  subsistence  for  enlisted  personnel  is 
that  the  government  is  required  to  furnish  them  with  subsistence  in-kind 
or  a commutation  in  lieu  thereof.  In  hearings  before  the  House  Armed 
Services  Committee  on  the  Career  Compensation  Act  of  1949,  Mr.  Blandford, 
General  Co\insel  for  the  Committee  stated,  "Any  time  a man  enlists  in 
the  service,  the  law  requires  that  the  government  subsist  that  man. 

And,  if  the  government  does  not  subsist  that  man,  then  we  will  have  to 
reimburse  him  for  that  food.  Under  his  contract,  they  agree  to  feed 
him,  clothe  him,  and  shelter  him.  " From  1949  until  passage  of 


JL/Hearings  before  Armed  Services  Committee,  House  of  Representatives, 
March  18,  1949. 

^.^Ibid.  It  was  recognized  that  in  some  years  an  officer  would  be  overpaid 
j I since  he  would  be  at  home  while  receiving  a subsistence  allowance,  yet  in 

I j other  years  while  away  from  home,  he  would  be  underpaid.  The  intent 

' ! of  the  subsistence  allowance  was  to  balance  these  inequities. 

I 

^.^Hearings  of  March  18,  1949  on  H. R.  5007  before  Subcommittee  No.  2 
of  House  Armed  Services  Committee,  p.  1667. 
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P.L.  93-419,  the  subsistence  allowance  was  adjusted  to  reflect  the 
raw  food  cost  to  the  Department  of  Defense. 

Because  the  subsistence  allowance  is  the  same  for  all  officers,  it 
is  clearly  not  based  on  the  level  of  work  performed  or  services  rendered 

’ 

and,  therefore,  does  not  fit  the  definition  of  salary.  The  same  is  true  of 
subsistence  for  enlisted  personnel. 

The  subsistence  allowance,  like  the  quarters  allowance  is  not  treated 
as  income  for  Federal  income  tax  purposes  for  the  same  reasons,  and, 
therefore,  is  different  from  the  fully  taxable  civilian  salary. 

Despite  the  purpose  of  the  allowance  and  despite  the  fact  that  it  is 
not  taxable  as  income,  the  facts  remain  that; 

a.  Like  the  quarters  allowance,  it  is  recognized  by  Congress  as 
part  of  Regular  Military  Compensation  (RMC),  used  since  1967  as  the 
basis  of  adjusting  military  basic  pay  to  keep  pace  with  Federal  General 
Schedules  salaries. 

b.  Under  P.  L.  93,  419,  it  is  adjusted  along  with  basic  pay  and 
the  quarters  allowance  to  increase  military  pay  at  the  same  pace  as 
General  Schedule  salaries. 

c.  Like  BAQ  it  has  been  included  in  a military  equivalent  of 
civilian  salary  in  every  study  of  military  compensation  since  1948. 

: ; i/p.L.  93-419,  An  Act  to  Amend  Title  37,  to  Refine  the  Procedures  for 

Adjustments  in  Military  Compensation,  and  For  Other  Purposes, 
September  19,  1974. 

i 
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d.  As  a regular,  periodic  addition  to  disposable  income  of  all 
members  it  contributes  to  their  standard  of  living.  In  this  sense  it 
conforms  to  one  definition  of  salary.  For  these  reasons,  the  Staff 
concludes  that  the  basic  allowance  for  subsistence  should  be  included 
as  a part  of  military  equivalent  of  civilian  salary. 

4.  Tax  Advantage. 

A Federal  income  tax  advantage  accrues  to  military  members 
because  the  quarters  and  subsistence  allowances  are  not  subject  to 
Federal  income  tax.  This  tax  advantage  is  the  amovuit  of  additional 
cash  pay  a serviceman  would  have  to  receive,  which,  if  these  allowances 
were  subject  to  Federal  income  taxation,  would  leave  him  with  the  same 
take  home  pay  he  now  has. 

The  amount  of  the  tax  advantage  varies  for  each  pay  grade,  each 
longevity  step,  and  whether  the  member  receives  allowances  in  cash 
or  in-kind.  It  also  varies  by  the  number  of  dependents  each  member 
has  because  as  the  number  of  dependents  increase,  tax  liability  and 
hence  tax  advantage  decrease.  It  also  varies  with  the  members  other 
sources  of  income,  tax  return  method,  and  similar  considerations 
unrelated  to  military  compensation.  For  these  reasons, while  the  tax 
advantage  concept  is  clearly  recognizable, it  cannot  be  quantified 


accurately.  In  military  compensation  practice,  it  is  estimated  based 
on  a group  of  assumptions  which  are  useful  for  dealing  with  the  subject 
in  aggregates. 

The  nontaxability  of  the  two  allowances  is  based  on  1925  Court  of  I 

claims  decision.  — ^ 

If  the  quarters  and  subsistence  allowances  are  accepted  as  being 
part  of  military  equivalent  of  salary,  then  it  follows  that  tax  advantage  | 

is  also  a part  of  military  equivalent  of  salary  because  the  civilian  must 
pay  taxes  on  his  full  salary.  The  Staff  concludes,  therefore,  that  tax 
advantage  be  included  in  military  equivalent  of  salary. 

5.  Imputed  Retirement  Contribution. 

A brief  synopsis  of  industrial  practice  and  trends  in  pension  plan 
characteristics  is  presented  as  background  to  the  consideration  of  an 
imputed  contribution  of  military  retirement  for  inclusion  in  the  military 
equivalent  of  salary. 

Retirement  and  pension  plans  vary  in  two  major  as  well  as  in  many 
lesser  characteristics.  The  two  major  characteristics  are: 

a.  Does  the  member  make  a contribution  to  the  plan? 

b.  Does  the  member  have  a non-forfeit  ble  (vested)  right  to 

i./ Clifford  Junes  vs.  The  United  States  (60  Ct.  Cls  552,  April  13,  1925). 
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his  full  accrued  pension  benefits  under  the  plan  if  he  withdraws  or  is 
separated  from  employment  prior  to  his  normal  retirement  date  under 
the  plan? 

Industrial  practice  varies  widely,  but  definite  trends  are  evident. 

A 1974  Conference  Board  study  of  employee  benefit  practices  in  1800 
firms  found  that  80%  have  non-contributory  pension  plans,  A 

comparison  of  these  results  with  the  1964  Conference  Board  survey 
showed  that  "74%  of  the  office  employee's  plans  are  free  now,  up  from 
65%  then;  similarly,  non-office  employee's  plans  are  non -contributory 
82%  of  the  time  now,  as  compared  with  76%  then.  " A 1975  Bankers 
Trust  Company  study  of  pension  plans  of  190  private  corporations 
showed  that  67%  of  the  conventional  pension  plans  were  non -contributory 
and  that  the  trend  is  continuing  toward  non -contributory  plans.  U In  the 
1965-70  period  only  56%  of  the  plans  studied  were  non-contributory.  A 
study  of  industrial  and  public  pension  systems  conducted  by  The  Wyatt 
Company  for  DoD  reports  similar  findings.  The  pension  plans  for 

—^Profile  of  Employee  Benefits,  The  Conference  Board,  Inc.,  New  York, 

wm 

? / 

£l' 191S  Study  of  Corporate  Pension  Plans.  Bankers  Trust  Company, 

New  York,  1975. 

1/r  etirement  Trends  in  Industrial  and  Public  Pension  Systems,  A Study 
Conducted  by  the  Wyatt  Company  for  the  Department  of  Defense, 

April  30,  1975. 
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salaried  employees  of  27  of  the  50  largest  industrial  companies  were 
entirely  non-contributory  and  most  of  the  pension  plans  for  hourly - 
rate  employees  are  now  non-contributory. 

The  above  three  studies  also  report  a trend  toward  earlier  vesting 
provisions  in  pension  plans  over  the  1970-75  period.  The  Conference 
Board  found  vesting  in  plans  of  90%  of  the  1800  companies  surveyed 
while  Bankers  Trust  Company  and  The  Wyatt  Company  found  virtually 
all  of  the  organizations  they  surveyed  to  have  vesting  provisions  in 
their  retirement  plans.  The  trend  toward  moi  e liberalized  vesting  is 
expected  to  accelerate  as  many  plans  are  being  amended  to  meet  one 
of  the  minimum  vesting  standards  set  by  the  "Employee  Retirement 
Income  Security  Act  of  1974.  The  Wyatt  Company  found  that  "State 
programs  are  also  becoming  more  liberal  in  their  vesting  provisions. 

In  recent  years,  there  has  been  a trend  to  refund  employee  contributions  with 
full  credited  interest  rather  than  no  interest  or  only  partial  interest.  " J 
The  Civil  Service  retirement  program  requires  a specified  percentage 
contribution  of  basic  salary  from  each  employee  under  the  plan.  The 
member  has  the  right  to  the  refund  of  his  contribution  at  any  date  of 
separation  prior  to  his  eligibility  for  retirement  under  the  plan.  After 
five  years  of  service  the  employee  has  a vested  right  to  deferred 


i./ Enacted  2 September  1974. 
2/wyatt,  Op.  Cit. , p.  15. 
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benefits  under  the  plan  if,  upon  pre-retirement  separation,  he  leaves 
his  contributions  in  the  fund. 

The  military  retirement  plan  is  non-contributory.  The  military 

member  has  no  vested  rights  under  the  plan  prior  to  eligibility  for 

retirement  at  20  years  of  service. 

The  basic  question  addressed  by  the  QRMC  Staff  was  "Shall  a 

retirement  contribution  be  imputed  for  the  military  members  and  be 

included  in  military  equivalent  salary?  " 

An  imputed  contribution  represents  an  imputed  additional  amount 

of  compensation  that  a military  member  might  be  paid  for  contribution 

to  a retirement  fund  i^  he  contributed  to  a retirement  fund. 

The  First  QRMC  was  the  only  one  of  the  earlier  compensation 

studies  previously  discussed  that  included  an  imputed  retirement 

contribution  in  the  definition  of  military  equivalent  of  salary. 

That  stemmed  apparently  from  three  principal  reasons: 

a.  The  report  states:  "The  legislative  history  of  military  pay  makes 

it  clear  that  an  imputed  contribution  to  military  retirement  has  been 

accounted  for  by  reducing  career  basic  pay  rates  below  what  they, 

2 / 

otherwise,  would  have  been.  " — 

2./Modernizing  Military  Pay,  Report  of  the  First  Quadrennial  Review  of 
Military  Compensation,  Vol.  IV,  The  Military  Estate  Program, 
lb  January  19fc>9. 

2/ 

— Ibid  citing  U.S.  Congress,  House  of  Representatives,  Report  No.  549  to 
accompany  H.  R.  9075,  89th  Congress,  1st  Session,  Uniformed  Services 
Pay  Act  of  1 965,  June  24,  1965,  p,  24. 
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b.  The  First  QRMC  proposed  a specific  linkage  of  the  military  pay 
line  to  the  Federal  Civil  Service  pay  line  under  the  "common  employer" 
concept  and,  as  pointed  out,  the  Federal  Civil  Service  retirement  program 
is  contributory. 

c.  The  First  QRMC  proposed  a specific  salary  and  retirement  system 
for  military  members  with  a specific  rate  of  contribution  for  retirement 
(integrated  with  Social  Security  deductions)  and  with  vesting  rights  made 
directly  comparable  with  Civil  Service. 

The  idea  of  an  imputed  retirement  contribution  perhaps  had  merit  for 
comparability  in  the  narrow  context  of  the  specific  recommendations  of 
that  study.  However,  it  is  illogical  to  attribute  an  imputed  retirement 
contribution  to  the  military  member's  salary,  in  general,  without  his 
having  a right  to  the  refund  of  that  contribution  at  pre-retirement 
separation  or  having  a vested  right  in  the  pension  that  might  have  been 
obtained  through  such  contribution. 

If  an  imputed  retirement  contribution  were  to  be  included  in  military 
equivalent  of  salary  for  the  current  retirement  system,  two  problems  would 
arise.  There  would  be  the  potential  for  creation  of  liabilities  to  pre- 
retirement separatees  for  salary  earned,  but  not  received.  Secondly,  from 
a comparative  analysis  point  of  view,  a single  arbitrary  rate  of  contribution 
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is  inappropriate  for  use  in  multiple  alternative  comparisons.  More 
appropriately,  an  imputed  retirement  contribution  would  be  based  on 
consideration  of  differing  characteristics  of  the  retirement  systems 
being  compared  and  bear  the  same  relationship  to  the  "normal  costs" 
of  Jhe  systems  being  compared.  The  "normal  cost"  of  a retirement 
benefit  is  the  present  value  (cost)  of  all  benefit  rights  earned  during 
any  given  period  under  a retirement  program  as  determined  by  the 
actuarial  cost  method  of  valuation.  For  instance,  the  current  7% 
contribution  of  the  majority  of  Federal  Civil  Service  employees  is 
approximately  one-half  of  the  current  "normal  cost"  of  their  retirement 
system. 

A direct  comparison  of  retirement  plans  as  fringe  or  supplemental 
benefits  on  a cost  and  benefit  basis  is  strongly  preferred  to  the  inclusion 
of  imputed  retirement  contribution  in  a nnilitary  equivalent  of  salary. 

The  QRMC  Staff  concludes  that  an  imputed  retirement  contribution 
should  not  be  included  in  the  military  equivalent  of  salary. 

In  summary  the  considerations  are: 

a.  Retirement  and  pension  plans  are  fringe  or  supplemental 
benefits  in  industrial  and  professional  compensation  practice. 

b.  The  great  majority  of  industrial  pension  plans  are  non -contributory 
and,  therefore,  an  imputed  contribution  to  the  military  equivalent  of 
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salary  would  be  inappropriate  for  comparison  purposes  in  those  cases.  ^ 

c.  Imputation  of  a contribution  to  the  military  equivalent  of  salary 
in  the  current  pays  and  allowances  system  is  inconsistent  with  the 
members  lack  of  rights  to  refund  of  contribution  and  of  vested  rights 

I 

in  deferred  benefits. 

d.  The  imputed  contribution  to  retirement  precedent  of  the  First  j 

QRMC  evolved  in  a very  specific  and  narrow  context  of  comparability  j 

linkage,  analysis  methodology,  and  proposed  system  change. 

e.  From  a compensation  analysis  point  of  view,  it  is  much  more 

preferable  to  consider  retirement  system  alternatives  as  fringe  » 

benefits  whose  costs  and  benefits  are  a function  of  salary  (or  the 
military  equivalent  of  salary)  rather  than  to  include  their  imputed 
costs  or  benefits  directly  in  the  military  equivalent  of  salary. 

6.  Medical  Care. 

Among  industrial,  military,  and  other  government  organizations, 
health  benefits  have  been  and  continue  to  be  an  important  fringe  benefit 
to  an  employee.  Sibson  classifies  all  company  costs  incurred  directly 
on  behalf  of  employees  other  than  direct  pay,  bonuses,  and  long  term 
income  as  fringe  benefits.  — ^ These  costs  are  considered  extra 


i. ^Sibson,  Robert  E . Compensation,  Amacom,  New  York,  1974  pp.  212-220. 
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compensation  to  the  employee  and  are  not  related  to  the  amoimt  of 
work  performed. 

The  "extra"  compensation  for  health  benefits  is  generally  provided 
in  two  ways.  First,  employees  receive  occupational  and  non-occupational 
health  services  delivered  by  health  professionals  employed  by  the 
organization.  Second,  companies  contract  with  health  insurers  to 
provide  employees  the  option  of  enrolling  themself  and  their  dependents 
in  one  or  more  health  insurance  plans.  The  levels  of  benefits  offered 
vary  among  firms  from  basic  hospitalization  to  comprehensive  benefits 
which  protect  against  nearly  all  the  potential  health  care  costs  incurred 
by  an  employee  or  his  family. 

Direct  health  services  are  received  free  of  charge  by  employees. 

Generally,  the  financing  of  health  insurance  premiums  vary  from  total  payment 
for  the  employee  and  his  family  to  total  payment  for  the  employee  with 
the  additional  premium  for  family  coverage  being  shared  between  the 
employee  and  the  company.  Any  contribution  required  of  the  employee 
is  deducted  from  his  direct  pay.  As  employees  or  their  families  use 
health  services,  additional  out-of-pocket  costs  may  be  incurred  in  the 
form  of  deductibles  and  copayments  required  by  the  policy  or  for  services 
excluded  from  the  policy. 
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Private  industry  and  the  Federal  Civil  Service  provide  similar 
health  benefits.  Both  provide  minimal  direct  health  service  programs 
with  the  major  benefit  provided  by  health  insurance.  Financing  is 
similar.  The  Federal  government  pays  approximately  60%  of  the  total  premium 
for  self  or  self  and  family  eiirollments.  In  private  industry,  companies 
generally  provide  the  employee's  coverage  free  and  share  the  premium 
'for  dependents  coverage.— ^While  no  changes  are  anticipated  in  Federal 
cost  sharing,  private  industry  trends  indicate  a move  toward  the  company 
paying  the  full  premium  for  employee  and  family. 

Several  differences  exist  between  the  uniformed  services  health 
benefits  and  those  of  private  industry  and  Federal  Civil  Service. 

First,  the  military  member  receives  his  major  health  benefit 
in  the  form  of  direct  health  care  services  from  a worldwide  health 
delivery  system  capable  of  providing  a full  range  of  hospital  and 
professional  services.  These  services  exist  for  the  military  member 
and,  when  space  and  staff  are  availaole,  can  be  used  oy  nis  family, 
retired  members  and  their  families,  and  survivors. 


Second,  the  uniformed  services  operate  a unique  supplemental 
health  services  program  which  under  certain  circumstances  authorizes 
hospital  and  professional  services  from  civilian  providers  for  dependents 
of  active  members,  retirees  and  their  families,  and  survivors. 
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Third,  the  financing  of  the  health  benefit  departs  dramatically  from 
the  cost  sharing  method  found  in  private  industry  and  the  Federal  Civil 
Service.  Whereas  the  non-military  employee  generally  has  out-of- 
pocket  expenses  if  he  requires  health  care,  any  health  services  required 
by  the  active  military  member  are  totally  free  of  charge.  Whereas 
the  non-military  employee  incurs  both  premium  and  out-of-pocket  costs 
for  family  members,  the  military  member  incurs  out-of-pocket  expenses 
only  when  his  family  utilizes  military  or  civilian  health  services.  A nominal 
charge  for  subsistence  is  made  for  each  day  in  military  hospitals  and  larger 
deductibles  and  copayments  for  care  authorized  in  civilian  clinics, 
offices,  or  hospitals.  The  primary  difference  in  financing  is  that  no 
salary  deduction  is  made  from  the  active  member's  take-home  pay  for 
his  health  benefits,  while  the  non-military  employee  contributes  a share 
of  the  health  insurance  premium  for  his  family  by  payroll  deduction. 

A review  of  private  business.  Federal  Civil  Service,  and  the 
Uniformed  Services  health  benefits  indicates  differences  in  the  way  by  which  the 
health  benefit  is  provided,  the  manner  in  which  it  is  financed,  and  basis 
for  employee  out-of-pocket  costs  for  his  and/or  his  family's  health 
service  needs.  While  some  organizations  require  contributions  toward 
health  benefit  costs. 
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in  all  organizations  health  benefits  are  clearly  fringe  benefits  and  are  | 

not  related  in  any  way  to  salary.  ] 

Therefore,  the  Staff  concludes  that  medical  care  should  not  be  included  | 

in  the  comparison  of  military  equivalent  salary.  ■ 

! ' 

7.  Commissaries  and  Exchanges. 

Commissary  and  Exchange  privileges  enable  military  members  to 
realize  savings  on  purchases  compared  to  similar  purchases  in  | 

the  civilian  market. 

Commissary  and  Exchange  benefits  are  related  to  usage  and  not  to 
work  performed.  Generally,  the  larger  the  family  the  greater  the  ^ 

benefit.  Over  90%  of  the  commissary  benefits  i./and  approximately 
65%  of  exchange  benefits  1./  accrue  to  married  military  members. 

Because  commissary  and  exchange  benefits  have  no  value  unless 
used,  are  not  realized  by  all  members  and  are  not  spread  uniformly 

across  all  service  members,  it  is  not  appropriate  to  include  them  in 
military  equivalent  of  salary. 

The  Staff  concludes  that  commissary  and  exchange  benefits  should  not 
be  included  in  military  equivalent  of  civilian  salary. 

^/The  Net  Cost  Impact  of  Reduced  Navy  Commissary  Operations,  Control 
Analysis  Corporation,  March  1975. 

2J  Military  Market,  Exchange  Edition,  April  1975,  p.  28. 
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8.  S£e  cial  and  Incentive  Pays  | 1 

A variety  of  special  and  incentive  pays  are  received  by  various  j 

members  of  the  uniformed  services.  Included  in  this  category  are 

inceittive  pay  for  hazardous  duty,  aviation  career  incentive  pay,  j 

special  pay  for  medical  personnel,  etc. 

In  civilian  compensation  systems,  normally  the  extra  renumeration 
for  jobs  which  involve  hazards  or  positions  of  professional  skill  is 

attached  to  the  job  itself  and  therefore  is  integral  to  the  salary.  ■ 

These  pays  might  appropriately  be  added  to  the  military  equivalent 
of  salary  for  those  communities  receiving  them  when  making 

7 

comparisons  with  similar  civilian  employments.  It  appears  inappropriate, 
however,  to  include  them  in  military  equivalent  of  civilian  salary  which 
is  applicable  to  the  entire  force  since  each  is  applicable  but  to  a small 
proportion  of  the  force. 

The  Staff  concludes  that  special  and  incentive  pay  should  not  be 
included  in  military  equivalent  of  civilian  salary,  although  some  may  oe  > 

treated  as  "salary"  for  those  personnel  receiving  them. 

9.  Clothing  Maintenance  Allowance. 

On  entry  into  military  service,  all  enlisted  members  are  furnished 

an  initial  one-time  free  issue  of  military  uniforms  and  clothing.  They 
are  required  to  maintain  this  military  wardrobe  at  prescribed  acceptable 
standards  by  replacement  purchase  and  repair.  To  meet  this  military 


requirement,  they  are  provided  a monthly  money  allowance  after  6 
months  of  service. 

The  clothing  maintenance  allowance  conform.s  to  two  characteristics 
of  salary:  It  is  a fixed  amount,  and  payment  is  made  on  a periodic 
basis.  However,  unlihe  the  definition  of  civilian  salary,  the  allowance 
is  not  related  to  the  level  of  work  performed  or  services  rendered. 

Typically,  employees  in  private  industry  whose  jobs  require  wearing 
a special  uniform  are  either  provided  those  uniforms  or  a clothing 
allowance  to  purchase  them.  DoD  civilian  employees  required  to  wear 
uniforms  are  provided  a uniform  allowance  for  replacement  of  uniforms. 
Firemen  and  policemen  of  both  the  District  of  Columbia  and  Fairfax 
County  are  issued  initial  and  replacement  uniforms. 

The  clothing  maintenance  allowance  is  then  most  appropriately 
treated  as  reimbursement  to  enlisted  members  for  expenses  in 
meeting  military  clothing  requirements,  and  not  as  salary. 

The  Staff  concludes  that  the  clothing  maintenance  allowance  should 
not  be  included  in  the  definition  of  military  equivalent  of  salary. 

10.  Conclusion:  The  Staff  concludes  that:  A)  military  basic  pay  is  the 
only  pay  now  made  for  services  or  for  time  worked;  B)  military  equivalent 
salary  should  be  composed  of  the  following:  Basic  pay;  basic  allowance 
for  quarters;  basic  allowance  for  subsistence;  and  the  tax  advantage 
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which  results  because  these  two  allowances  are  not  subject  to  Federal 


income  taxes.  Since  these  elements,  at  present,  are  not  paid  to  all 
members  on  the  basis  of  equal  pay  for  equal  work,  cost  estimates 
associated  with  the  compensation  itenns  must  be  based  upon  approximations 
which  do  not  represent  the  actual  "salary"  of  individual  members.  While 
thjise  approximations  would  be  useful  for  general  comparison  purposes, 
they  could  not  be  used  directly  to  establish  military  salary  levels. 
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Purpose; 

This  paper  is  comprised  of  two  parts.  The  purpose  of  Part  I is  to 
identify  that  portion  of  the  appropriated  fund  cost  of  quarters  which  should 
be  considered  as  the  compensation  cost  of  quarters  and  to  estimate  the 
compensation  value  of  quarters  to  the  service  member.  Part  II  examines 
the  relationship  of  the  allowances  to  the  actual  costs  of  the  items  they  are 
intended  to  procure  and  develops  alternatives  to  the  present  system.  It 
also  addresses  some  related  equity  issues. 
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I.  Introduction: 

This  section  presents  a brief  history  of  government  pay  for  quarters 
and  the  current  legislative  authority,  discusses  the  question  of  whether 
the  basic  allowance  for  quarters  (BAO)  is  compensation,  and  concludes 
with  detailed  evaluations  of  the  compensation  cost  and  value  of  the  quarters 
allowance  and  government  quarters  provided  In-kind  and  the  resulting 
measurement  of  effectiveness. 

II,  Legislative  Authority. 

Section  403  of  Title  37  of  the  United  States  Code  (37  U.S.  C.  403) 
(TAB  A)  provides  that  a member  entitled  to  basic  pay  is  also  entitled  to 
a basic  allowance  for  quarters  when  he  is  not  assigned  government 
owned  or  controlled  quarters  that  are  both  appropriate  to  his  grade  and 
adequate  for  the  member  and  his  dependents.  However,  officers  withqpt 
dependents  in  grades  Q-.4. And  at>ove  may  elect  not  to  occupy  available 
quarters  and  instead  receive  a BAQ.  It  further  provides  that  a member 
without  dependents  is  not  entitled  to  BAQ  while  on  field  duty  or  sea  duty. 

The  law  further  authorizes  entitlements  to  BAQ  under  certain 
other  specific  conditions  including: 


o Short  periods  of  sea  duty  and  field  duty  and  for  members  on  field 
duty  who  must  obtain  quarters  at  their  own  expense. 

o When  dependents  are  prevented  by  competent  authority  from 
occupying  available  quarters  . 

o For  members  in  grade  E-4  with  over  four  years'  service  and 
above  while  on  travel  or  leave  in  conjunction  with  a permanent 
change  of  station  and  for  aviation  cadets. 

Ill,  Background. 

There  have  been  11  major  legislative  changes  since  1 922  which  have  affect- 
ed either  the  BAQ  rates  or  the  eligibility  for  BAQ.  The  legislative  history 
of  these  changes  and  the  resulting  BAQ  rates  are  summarized  at  TAB  B. 

The  current  1 October  1975  rates  are  at  TAB  C.  A historical  review  of 
BAQ  procedures  prior  to  1922  showed  that  the  procedures  were  essen- 
tially the  same  as  those  subsequent  to  1922;  therefore,  reference  is  made 
to  the  earlier  procedures  only  when  pertinent  to  a particular  issue. 

Since  June  1922,  the  BAQ  rate  has  been  related  to  the  grade  and 
dependency  status  of  the  service  member.  Prior  to  1922,  and  as  far 
back  as  1821,  Army  regulations  provided  that  the  government  would 
furnish  quarters,  either  public  or  hired,  appropriate  to  the  rank  of  an 
officer  and  would  provide  quarters  for  enlisted  personnel.  The  provision 


4 


of  an  allowance,  then  called  commutation,  payable  to  an  officer  in  lieu  of  | 

I 

providing  quarters  also  dates  from  1821.  Navy  personnel  were  treated  in 
j a similar  manner. 

1 i 

I ' 

IV.  Is  Basic  Allowance  for  Quarters  or  In-Kind  Quarters  Compensation? 

[ / ! 

) 

[ 

I In  previous  studies  of  militarycompensation,  beginning  with  the  Hook  j , 

I 

Commission  in  1948  and  continuing  through  the  First  Quadrennial  Review 
of  Military  Compensation  in  1967,  the  various  study  staffs  have  found  that 
the  BAO  and  certain  other  allowances  needed  to  be  combined  with  basic 
pay  in  order  to  make  valid  compensation  comparisons  between  the  mili- 
tary and  civilian  sectors  of  the  economy. 

Based  on  a 1925  U.S.  Court  of  Claims'  decision,  the  BAQ  is  not 
currently  subject  to  Federal  income  tax.  ^ I”  1925  landmark  decision, 
the  court  reviewed  the  history  of  BAO  from  1813  to  1922  and  concluded 
that  "Quarters  furnished  to  officers  of  the  Army  in-kind  and  commutation 
' of  quarters  paid  to  them  where  quarters  cannot  be  furnished  in-kind  are 

I i allowances  and  not  compensation  within  the  meaning  of  the  laws  of  Con- 

gress imposing  the  income  tax. 

1 Clifford  Jones  vs.  The  United  States  60  Ct.  Cls  #D-3l6,  p.  552,  decided 
■ April  13,  1925 

I ^ Ibid.  p.  552 

I 

I 

h 

L ■ 


In  the  1925  case,  Judge  Booth  partially  supported  his  decision  that 
the  BAQ  was  not  compensation  and  not  taxable  on  the  basis  that  Congress 
had  over  the  years  recognized  the  payment  as  an  allowance  and  not  as  com- 
pensation and  that  the  officer  had  no  option  in  regard  to  occupancy  of 
government  quarters.  Both  of  these  conditions  have  changed  since  1925. 

First,  a definition  of  regular  military  compensation  has  been  added  to 
Title  37  by  Section  1 of  Public  Law  93-419  (88  Stat.  1152).  ^ 

"(25)  "regular  compensation"  or  "regular  military  com- 
pensation (RMC)"  means  the  total  of  the  following  elements  that 
a member  of  a uniformed  service  accrues  or  receives  directly 
or  indirectly  in  cash  or  in-kind  every  payday:  basic  pay,  basic 
allowance  for  quarters,  basic  allowance  for  subsistence,  and 

Federal  tax  advantage  accruing  to  the  aforementioned  allow- 

2 

ances  because  they  are  not  subject  to  Federal  income  tax. 

Second,  Title  37  has  been  further  revised  as  follows;  "A  com- 
missioned officer  without  dependents  who  is  in  a pay  grade  above  pay 
grade  0-3  and  who  is  assigned  to  quarters. . .may  elect  not  to  occupy 
those  quarters  and  instead  receive  the  basic  allowance  for  quarters 
prescribed  for  his  pay  grade. ..." 

^ Committee  on  Armed  Services  Report  #94-5,  U.S.  House  of  Repre- 
sentatives, U.  S.  Government  Printing  Office,  1975 

2 Op.  Cit  Armed  Services  Committee  Report  #94-5 
^ 37  U.S.C.  403(b),  TAB  A 


Currently,  military  retirement  income  is  computed  on  basic  pay 
excluding  allowances  such  as  BAO.  In  the  private  sector,  and  in  other 
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government  agencies,  there  are  no  similar  allowances  and  retirement  is 
normally  based  on  salary.  In  non-military  jobs,  both  government  and 
civilian,  the  employee  normally  must  procure  housing  from  his  salary. 

The  current  law  considers  the  BAQ  to  be  part  of  regular  military  com- 
pensation. The  same  law  also  includes  as  compensation  a "tax  advantage" 
to  offset  the  non-taxable  nature  of  the  BAQ.  Effective  December  1967, 
Public  Law  90-207  prescribed  calculation  of  the  military  pay  adjustment 
based  on  RMC  and  the  adjustment  of  basic  pay  by  the  whole  amount  so 
calculated.  Effective  October  1974,  as  a result  of  Public  Law  93-419, 
each  time  basic  pay  is  adjusted,  the  BAQ  and  the  basic  allowance  for  sub- 
sistence are  both  adjusted  by  the  same  percentage  as  basic  pay. 

Asa  result  of  these  various  changes  in  the  law  since  1922  and  in 
light  of  the  other  considerations  described,  it  appears  that  in  the  present 
military  compensation  system  both  BAQ  and  QIK  should  be  considered  as 
compensation  to  the  service  member . Based  on  the  explicit  distinction  in 
37  use  403  regarding  eligibility  for  BAQ  between  assignment  to  government 

quarters  and  service  on  field  andseaduty,  it  appear  s that  the  shelter , if  anv, 
included  in  duty  in  the  field  or  in  sea  duty  is  not  compensation. 

V.  Cost  of  Quarters. 

The  cost  of  quarters  is  composed  of  two  elements;  the  cost  of  the 


/ 


quarters  allowance  for  those  personnel  authorized  BAG  and  the  cost  of 


providing  quarters  in-kind  (QIK)  for  those  personnel  residing  in  govern- 
ment housing  ashore. 
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The  components  of  the  total  coat  of  quarters  are: 
Cost  of  Quarters 

• Basic  Allowance  for  Quarters 

Officers 

With  Dependents 
Without  Dependents 
Substandard  F amily  Housing  ^ 
Enlisted 

With  Dependents 
Without  Dependents 
Substandard  F amily  Housing  ^ 

• Quarters  In-Kind 

Family  Housing 

Construction 
Debt  Payment 

Operations  and  Maintenance 
Military  Personnel 


* Members  in  substandard  quarters  are  entitled  to  full  BAQ  but  pay  a rent 
which  is  set  to  be  less  than  BAQ,  thus  some  payments  are  made. 


Bachelor  Quarters 
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Construction 

Operations  and  Maintenance 
Military  Personnel 

A.  Cost  of  BAG. 

FY  1976  budgeted  costs  of  basic  allowance  for  quarters  reflects 

only  the  dollar  amounts  paid  for  BAQ,  as  shown  in  Table  1: 

TABLE  1 
COST  OF  BAQ 
($  Millions) 


Officers 

Enlisted 

Total 

With  Dependents 

a 

$402.0 

$1,223.2 

$1, 625.2 

Without  Dependents 

58.4 

89.  1 

147.  5 

Substandard  Family 
Housing^ 

1.8 

11.6 

13.4 

T otal 

$462.2 

$1,323.9 

$1, 786,1 

B.  Cost  of  Quarters  in  Kind. 


The  total  cost  of  QIK  is  not  available  from  current  budget  submis- 
sions. While  the  costs  of  family  housing  are  recorded  in  the  Family 
Housing  Management  Account,  the  cost  sub-elements  of  bachelor  quarters 
are  not  collected  in  one  place  but  rather  incorporated  in  various  appro- 
priations (i.  e.  , MILCON,  O&M  and  MP).  FY  1975  data  on  the  costs 
is  the  most  current  data  available.  Therefore  the  estimates  shown 
below  for  family  housing  and  bachelor  quarters  are  based  on  1975  data 
obtained  from  the  best  available  sources  identified  in  each  area. 

^ There  is  no  debt  payment  on  bachelor  quarters  since  all  are  built 
with  appropriated  funds. 

Members  in  substandard  quarters  are  entitled  to  full  BAQ  but  pay  a 
rent  which  is  less  than  BAQ,  thus  some  payments  are  made. 


1.  Cost  of  Family  Housing. 
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A Family  Housing  Management  Account  (FHMA)  was  established 
in  1962  by  Public  Law  87-554  and  is  now  codified  in  42  U.S.C.  1594a-l. 

The  FHMA  is  administered  by  the  Secretary  of  Defense  as  a single  account 
for  the  payment  of  costs  that  are  incurred  for  construction,  acquisition, 
^alteration,  leasing  and  operations  or  maintenance  of  family  housing,  in- 
cluding the  cost  of  principal  and  interest  charges, (Capehart,  Wherry,  and 
surplus  commodity  housing  were  built  with  private  mortgage  market  funds, 
and  require  repayment  of  principal  and  interest.)  Included  are  insurance 
premiums  in  connection  with  the  acquisition  of  family  housing  and  mort- 
gage insurance  premiums  under  12  U.S.C.  1815m  (c)  12.^  These  premiums 
are  estimated  to  cost  $3.  1 million.  Family  housing  is  now  constructed  or 
obtained  solely  with  appropriated  funds.  A memorandum  account  is  main- 
tained for  military  personnel  costs  associated  with  family  housing.^  Based 

on  the  FHMA,  the  family  housing  costs  for  FY  1975  were: 

TABLE  2 


Family  Housing  Costs 

Ftmction 

- FY  1975 
Costs  (000) 

Construction 

$315,  116 

Debt  Payment 

164, 035 

Operations  and  Maintenance 

789, 645 

Military  Personnel 

21,235 

Total 

$ 1,290,  031 

^ Servicemen's  Mortgage  Insurance  Premiums 
2 DoD  Instruction  7220.6,  w/2  changes  dtd  December  7,  1971 
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2.  Cost  of  In-Kind  Bachelor  Quarters. 

Unlike  family  housing  management,  the  DoD  does  not  have  a 
special  budgeting  and  accounting  system  for  bachelor  housing.  The  costs 
of  constructing  bachelor  housing  are  identifiable  because  each  bachelor 
housing  construction  project  is  a separate  line  item  in  the  Military  Con- 
struction Appropriation  and  is  accounted  for  separately.  However,  the 
costs  of  operating  and  maintaining  bachelor  quarters  are  not  budgeted  or 
accounted  for  separately.  These  costs  are  included  in  the  total  Operations 
and  Maintenance  (O&M)  costs  of  each  of  the  services.  They  are  distributed 
across  all  major  force  programs  and  all  expense  elements  of  O&M.  Bache- 
lor housing  has  always  been  constructed  solely  from  appropriated  funds. 
Therefore,  unlike  family  housing,  there  is  no  debt  payment  associated 
with  this  program. 

Review  of  existing  DoD  and  service  directives  and  regulations 
reveals  there  is  no  requirement  to  budget  or  account  for  the  O&M  costs 
of  bachelor  housing  separately.  However,  the  services  each  maintain  cost 
data  on  some  elements  of  the  O&cM  cost  of  bachelor  housing.  For  example, 
the  Air  Force  maintains  records  on  the  cost  of  maintenance  of  bachelor  hous 
ing.  The  Army  maintains  cost  data  on  bachelor  housing  furnishings. 

These  data  do  not  include  such  costs  as  utilities,  housing  administration. 


1 1 

refuse  collection,  snow  removal,  and  alterations  and  additions.  Thus,  the 
cost  data  maintained  by  the  two  services  were  only  a small  part  of  the  total 
O&M  expenditures  for  bachelor  housing  in  FY  1975.  O&M  costs  of  bachelor 
housing  are  probably  a major  part  of  bachelor  housing  costs.  However, 
available  elements  of  total  O&M  costs  of  bachelor  housing  do  not  provide 
sufficient  data  for  calculating  the  in-kind  cost  of  bachelor  housing. 

I- 

The  OSD-OMB  Military  Housing  Study  had  the  same  problem  in 
determining  the  cost  of  bachelor  housing.  ^ To  overcame  this  problem, 

the  OSD-OMB  Housing  Study  Group  (HSG)  collected  data  at  1 1 CONUS  ’ 

installations  to  estimate  the  cost  of  bachelor  housing  worldwide.  The 

cost  data  were  based  on  estimated  O&M  expenditures  for  FY  1974.  They 

did  not  include  amortized  construction  costs  or  military  personnel  costs 

( 

associated  with  bachelor  housing. 

The  HSG  used  three  methods  for  estimating  FY  1974  bachelor  hous- 
ing O&M  costs.  The  first  method  was  tc  multiply  the  number  of  square 
feet  of  bachelor  housing  in  CONUSby  average  and  median  estimated  O&M  costs 

pe  r square  foot.  The  second  method  was  to  multiply  the  estimated  O&M  cost 
per  available  space  by  the  number  of  available  CONUS  bachelor  housing 
spaces.  The  final  method  was  to  multiply  the  estimated  O&M  cost  per  occu- 
pant by  the  number  of  occupants  to  compute  total  annual  estimated  CONUS 
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O&M  bachelor  housing  costs.  The  HSG  did  not  collect  any  cost  data  from 
overseas  commands.  The  overseas  0&  M costs  were  estimated  by  increas- 
ing the  estimated  CONUS  O&M  costs  for  each  occupant  by  the  ratio  of  the 
increase  of  family  housing  costs  between  CONUS  aiid  overseas  family 
housing  costs.  ^ 


The  HSG  estimated  that  the  total  annual  costs  of  bachelor  housing 
ranged  between  $828  million  and  $1,  174  million,  depending  on  whether 
the  costs  were  estimated  on  square  footage,  occupancy  rates,  or  avail- 
able spaces.  The  estimated  cost  per  squa.re  foot  ranged  from  a low  of 
$.63  to  a high  of  $6.80  with  an  average  cost  of  $1.34  for  bachelor  enlisted 
quarters  and  $2,45  for  bachelor  officer  quarters.^ 


TABLE  3 

HSG  Estimate  of  CONUS  Bachelor  Housing  Cost  Rates^ 


Gross  Square  Feet 
Available  Spaces 
Per  Occupant 


FY  1974 

Enlisted 

$1. 30  - $2. 20 
$270  - $360 
$410  - $470 


Officer 

$2,45  - $2.60 
$1,320  - $1, 440 
$1,510  - $1, 700 


OSD-OMB  Military  Housing  Study  Report  (Draft),  Vol.  II, 
October  31,  1975,  p.  70 

^ Ibid,  pp.  69  and  73 

^ Ibid,  pp.  70  and  72 
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The  ranges  shown  in  the  following  table  are  the  low  and  high  costs 

developed  under  these  methods; 

TABLE  4 

HSG  Estimated  Aggregate  Bachelor  Housing  Costs  ^ 

FY  1974  ($  Millions) 

Enlisted^  Officer^  Total 


CONUS  O&M 
Overseas  O&M 
Construction 

Total 


$209  - $450  $27  - $100  $236  - $550 

$ 84  - $112  $43  - $ 47  $127  - $159 

$453  $12  $465 

$746  - $1,015  $82  - $159  $828  - $1,  174 


VI.  Compensation  Cost  of  In-Kind  Quarters. 

RMC  since  its  inception  has  included  a cash  equivalent  estimate  for 

quarters  in-kind  (QIK).  The  estimates  currently  in  use  were  developed  in 
1956  based  on  government  costs  to  build  and  maintain  the  QIK  inventory  at 
that  time  (TAB  D).  Based  on  the  following  calculations,  revised  estimates 
for  use  for  QIK  valuation  are  suggested.  It  is  recommended  that  the  com- 
pensation costs  developed  in  this  paper  be  considered  for  use  in  future  cal- 
culations of  RMC. 

A . Compensation  Cost  of  In-Kind  Family  Quarters . 

As  of  June  30,  1975,  there  were  slightly  more  than  509  million 
gross  square  feet  of  family  housing  reported  in  the  DoD  Inventory,'^  includ- 
ing inactive  and  excess  housing. 


^ Estimates  only  included  members  stationed  on  shore  in  CONUS  and  over- 
seas including  married  members  using  bachelor  quarters.  It  excluded 
members  stationed  aboard  ship. 

2 OSD-OMB  Military  Housing  Study  Report  (Draft),  Vol.  II,  October  31, 
1975,  p.  68. 

^ Ibid,  p.  7 1 . 

4 Inventory  of  Military  Real  Property  Report,  June  30,  1975,  as  required 
by  DoD  INST  4165.  14  w/3  changes,  dtd  December  21,  1966. 


As  of  June  30,  1975,  3 83,  766  family  housing  units  were  recorded 
as  owned  or  controlled  by  the  Services  and  Defense  Agencies.  ^ 

Type  of  Quarters  Number  of  Units 

327, 522 
28, 744 
13, 566 
13. 934 
383,766 

[ 

I In  order  to  determine  a compensation  cost  for  family  quarter  s , certain 

I adjustments  to  the  FY  1975  family  housing  costs  and  square  footage  were  neces- 

sary. The  use  of  FY  1975  construction  costs  in  the  calculation  was  not 
^ considered  appropriate  because  all  of  the  housing  was  not  built  in  FY  1975. 

Review  of  available  data  and  records  disclosed  that  detailed  family  housing 
construction  costs  were  only  available  for  the  period  FY  1963  through  1975. 

^ Inventory  and  Occupancy  of  Military  Owned  and  Controlled  Family 
Housing  Units  as  required  by  DoD  INST  4165.44  dtd  January  28,  1975 


Adequate 

Substandard 

Leased 

Inactive 

Total  Units 


Costs  of  family  housing  built  prior  to  FY  1963  were  not  available  because 
they  were  included  in  total  military  construction  appropriations  and  not 
shown  separately.  Cost  estimates  based  on  known  square  footage  constructed 
between  1951-1962  were  developed  and  added  to  the  available  family  housing 
conkruction  costs  (FY  1963  through  1975).  The  total  amount  of  construction 
costs  during  the  period  1951-1975  was  amortized  over  25  years  using  the 
straight-line  depreciation  method  to  derive  an  estimate  of  current  year  costs 
of  the  family  housing  program.  The  25  year  amortization  period  was  chosen 
because  earlier  construction  costs  were  not  available,  it  encompasses 
approximately  85%  of  the  known  family  housing  inventory  and  is  similar  to 
the  30-year  amortization  period  currently  used  for  planning  purposes  by 
the  U.S.  Army  Corps  of  Engineers  and  the  U.S.  Naval  Facilities  Engineer- 
ing Command.  A 25  to  30-year  period  for  amortizing  the  construction 
costs  may  appear  excessive  when  compared  to  the  six  to  eight  years 

construction  cost  recoupment  period  currently  used  by  private  investors 
when  constructing  apartment  complexes  and  the  15-year  recoupment 
period  commonly  used  for  duplexes  and  detached  houses.  ^ There  is  no 

set  period  for  depreciating  investment  property  for  income  tax  purposes. 

The  period  is  determined  on  the  basis  of  the  individual's  or  corporation's 
particular  operating  conditions,  experience,  and  recoupment  policy.  Privati 
investors  want  to  recoup  their  investment  as  soon  as  possible  in  order  to 
maximize  profit.  Given  that  DoD  is  not  in  the  housing  business  to  earn  a 

^ C.  Miles  Schmidt,  Office  of  Management  and  Budget. 

2 OSD-OMB  Military  Housing  Study  Progress  Report,  July  22,  1975,  p.  325. 

3 Chapter  19,  Publication  17,  Your  Federal  Income  Tax,  1974  Edition. 
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profit  on  its  investment,  the  longer  amortization  period  more  nearly 
reflects  the  economic  life  of  the  housing. 

The  straight-line  depreciation  method  is  one  of  several  methods 
recognized  by  the  accounting  profession  and  the  Internal  Revenue  Service,  ^ 

This  method  was  selected  because  It  is  the  simplest  and  because  there  are 
no  tax  implications,  which  generally  influence  the  selection  of  other 
methods,  to  be  considered. 

In  addition  to  the  amortization  charge,  an  "opportunity  cost"  was 
included.  DoD  requires  that  a 10%  discount  rate  be  applied  to  the 
government's  cost  when  preparing  any  economic  analysis  or  program 
evaluation.  The  costing  of  family  quarters  for  compensation  cost 
purposes  v^as  considered  as  a program  evaluation.  Therefore,  a 10% 
interest  charge  was  added  to  the  estimated  amortized  construction  costs 
for  each  year  for  the  period  FY  1950  through  1975  to  arrive  at  an  annual 
cost  of  family  housing  construction.  DoD  treats  interest  as  a cost  which 
is  related  to  all  government  expenditures  regardless  of  whether  there  are 
revenues  or  income  by  way  of  special  taxes  for  a project  to  be  self- 
supporting.  This  is  based  on  the  premise  that  no  public  investment  should 
be  undertaken  without  explicitly  considering  the  alternative  use  of  the  funds 
which  it  absorbs  or  displaces.  The  prescribed  rate  of  ten  oercent  represents 
an  estimate  of  the  average  rate  of  return  on  private  investment  before 
corporate  taxes  and  after  adjusting  for  inflation.  ^ 

I 


Chapter  19,  Publication  17,  Your  Federal  Income  Tax.  1974  Edition. 

DoD  INST  7041. 3,  Economic  Analysis  and  Program  Evaluation  for 
Resource  Management.  October  18,  1972.  Based  on  OMB  Circular  A94. 
Ibid. 
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Members  living  in  government  housing  receive  no  benefit  from  excess 
or  inactive  housing.  Therefore,  it  was  judged  appropriate  to  exclude  the 
O&M  costs  and  estimated  amortized  annual  construction  costs  related  to 
these  quarters  from  compensation  cost  calculations.  As  of  June  30,  1975, 
there  were  16,601  such  quarters  in  the  inventory;  $992,  000  was  expended 

maintaining  these  quarters^  and  estimated  amortized  annual  construction 
cost  was  $8,  360,000, 

The  housing  occupied  by  general  and  flag  officers  generally  exceeds 
the  maximum  net  square  footage  authorized  for  these  ranks.  This  results 
from  decisions  to  use  existing  assets  even  though  they  exceed  currently 
prescribed  standards  and  from  the  fact  that  some  of  these  quarters  are 
maintained  for  historical  and  museum  display  purposes,  unrelated  to  cri- 
teria for  quarters  in  kind  for  these  ranks,  DoD  policy  also  authorizes 
general  and  flag  officers  additional  space  for  the  entertainment  and  cere- 
monial responsibilities  of  their  positions.  The  authorized  maximum 

net  square  footage  for  general  and  flag  officers'  family  quarters  is  2,  100 

square  feet.  The  average  gross  square  footage  of  the  quarters  occupied  by 

these  officers  was  4,032  square  feet,  and  the  average  yearly  operating  and 

2 

maintenance  cost  was  $5,025  per  set  of  quarters.  Treating  the  space 
above  that  authorized  for  the  rank  as  space  required  for  entertainment  and 
ceremonial  purposes,  it  was  judged  appropriate  to  deduct  theO&M  cost  of  ex 
cess  space  in  determining  the  compensation  cost  of  general  and  flag  officer 
quarters.  For  similar  reasons,  a portion  of  the  military  personnel  support 
costs  for  general  and  flag  officer  quarters  were  also  deducted  from  the  total 
military  personnel  support  costs. 


1 Family  Housing  Operations  and  Maintenance  Average  Unit  Costs,  FY 
1 975  Report,  Housing  Program  Division,  Facility  Programming, 
DASD(If;<H).  OASD(I&L) 

2 General  and  Flag  Officers'  Quarters  Cost  Report,  required  by  DoD  INST 
7220.l6w/2  changes,  December  7,  1971,  maintained  by  Housing  Program 
Division,  DASD(I&H),  OASD(I&L).  A separate  cost  report  is  prepared  for 
each  set  of  quarters  and  shows  the  total  O&M  costs  spent  on  each  set  of 
quarters. 
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The  adjusted  costs  of  family  housing  for  FY  1975  were; 

Costs  ($000) 


Construction  Costs  (Amortized) 

Less:  Const,  of  Excess  and  Inactive 

Adjusted  Construction  Costs 
(Amortized  over  25  years) 

Debt  Payment 

Operations  and  Maintenance 

Less:  O&M  Excess  and  Inactive 

O&M  excess  space  in  General 
and  Flag  Officer  Quarters 


$133, 986 
(8, 360) 


$125, 626 


164, 035 


789, 645 
992 


(2,  508) 


Adjusted  Operations  and  Maintenance 


786, 145 


Military  Personnel  Support 

Less:  Military  Personnel  Support  of  ^ 
excess  General  and  Flag  Officer 


21,235 

(51) 


Adjusted  Military  Personnel  Support 

Adjusted  Family  Housing  Costs 

Less;  FHA  Mortgage  Premiums^ 


21, 184 

1,096,990 

3,000 


Final  Adjusted  Family  Housing  Costs 


1,093,990 


Deferred  maintenance  on  family  housing  was  about  $196,000,000  as  of 
June  30,  1974.3  This  amount  is  not  included  in  the  adjusted  family  housing 
costs  because  expenditures  have  not  been  made  or  approved  and  may  never 
be  made  or  approved.  A related  problem  arises  from  the  fact  that  main- 
tenance costs  for  housing  classified  as  substandard  and  housitTg  that,  if  prop- 
erly icfentified,  would  be  classified  as  substandard  were  not  accounted  for 
separately.  The  effect  of  this  on  cost,  either  positive  or  negative,  is  not 
known. 


^ There  were  no  Military  Personnel  Support  costs  reported  for  excess  and 
inactive  housing  per  an  interview  with  Mr.  Holt  F.  Watts,  Housing  Pro- 
gram Div.  DASD(I&H),  OASD(I&L). 

^ Mortgage  Insurance  Premiums  paid  by  the  government  for  service  mem- 
bers using  Housing  Administration  loans  are  treated  in  a separate  paper 
as  a separate  minor  benefit. 

3 Telecon  with  Mr.  Watts,  Housing  Program  Div.  DASD  (IfcH),  OASD(ISjL) 
July  21,  1975. 


As  a first  approximation,  the  cost  per  set  of  occupied  quarters  was 


calculated.  The  results  were: 


Inventory:  ^ 

Owned 

Less:  Owned  Inactive  Housing 
Plus:  Leased  Housing 
Available  Supply  of  Quarters 
Six  Months'  Running  Average 

Occupancy  Rate  as  of  31  Dec  75^  97.65% 

3 

Effective  Occupancy  Rate 

Average  Number  assigned  to  Quarters 

($000) 


FY  1975 


370, 520 
16,601 
15, 126 
369, 045 


98% 

360,  370 


Final  Adjusted  Family  Housing  Costs  $1 , 093, 990 

Utilities*^  (Included  in  Above  Cost)  ($246,  379) 

Average  Monthly  Cost  per  set  of  Occupied  Quarters: 

Utilities  Included  $252 

Utilities  $ 57 

Utilities  Excluded  $195 


1 Telcon  with  Mr.  Watts,  Housing  Program  Dir.  , DASD(I&H),  OASD(I&L) 
July  27,  1976 

2 Ibid 

3 See  discussion  p.  20. 

4 Mr.  Watts,  op.  cite. 
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In  the  market  place,  the  rental  charge  would  normally  be  set  high 
enough  so  that  the  tenant  would  absorb  costs  of  inoccupancy  for  the 
landlord.  But  the  inventory  of  military  housing  is  unrelated  to  the 
prospects  of  renting  to  the  current  force.  This  approach  would  therefore  be 
inappropriate  for  military  housing.  However,  having  already  excluded 
the  cost  of  excess  inventory  from  the  calculations,  it  is  an  appropriate 
principle  to  apply  to  the  active,  in-use  inventory,  with  suitable  recog- 
nition that  the  size  of  the  active  in-use  inventory  may  not  always  be 
adjusted  to  changing  force  sizes.  To  provide  for  this,  the  DOD  objective 
occupancy  rate  for  family  quarters  was  used  as  a floor. ^ 

The  Staff  also  considered  the  use  of  gross  square  feet  cost  rates 
to  establish  cost  recovery  valuations  by  pay  grade.  This  approach  was 
rejected  because  there  is  no  guidance  which  allocates  space  to  members 
on  the  basis  of  gross  square  feet  by  pay  grade.  The  calculations  are 
shown  as  a matter  of  interest: 

Final  Adjusted  Family  Housing  Costs  $1,093.  99  Mil. 

Less:  Leased  Housing  Costs^  55.11  Mil. 

Cost  of  Active,  Owned  Housing 
Gross  Square  Footage 
Cost/Gross  Square  Foot 


$1, 038.  88  Mil. 
509.  11  Mil 
$2.  04 


1 The  objective  occupancy  rate  for  DOD  is  987o.  Should  occupancy  fall  short  of 
that  rate,  the  excess  should  be  shifted  to  excess  inventory  costs  before 
making  this  calculation. 

2 Holt  Watts,  op.  cit.  , 7-27-76.  The  gross  sq.ft.,  as  cited,  excludes  leased 
and  incactive  footage;therefore  cost  of  leased  housing  is  subtracted  too,  as 
was  cost  of  inactive  sq.  footage. 
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Gross  square  footage  includes  .the  total  area  of  all  floors  to  the 
normal  outside  face  of  the  building,  including  basements  and  useable 
attic  space.  ^ 

Authorized  maximum  net  square  footage  standards  are  prescribed 
by  law.  ^ They  provide  an  equitable  and  practicable  basis  for  valuations 
by  pay  grade.  The  average  maximum  net  square  footage  of  the  active 
in-use  government  owned  housing  was  1,  193.5  square  feet.  (The  details 
of  this  calculation  are  shown  at  Tab  E.)  Cost  per  maximum  net  square 
feet  can  be  calculated  by  dividing  average  cost  per  occupant  by 
1,  193.5  square  feet.  The  results  are; 

Annual  Cost  Per  maximum 
Net  Square  Feet  Authorized 


Including  Utilities 

$2.  53 

Cost  of  Utilities 

$ .57 

Without  Utilities 

SI.  96 

These  factors  can  be  used  to  establish  valuations  on  a cost  recovery 
basis  as  summarized  in  the  following  table: 


S: 


^ Inventory  of  Military  Real  Property  Rpt.  , 6-30-74,  as  required  by 
DoD  Inst.  4165.  14  w/3  chgs,  12-21-66. 

2 10  use  4774 
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Table  4.5  Pay  Grade  Valuations  for  Quarters  In-Kind  Based 

on  Cost  Recovery  Techniques 

•2 

Monthly  Valuation 


Pay 

Average^  Smoothed^ 

Less 

Grade  Sq.  Footage  Sq, 

, Footage  Total 

Utilities 

Utilities 

C/S 

i 1 

f \ 

1 $582.75 

0-10 

i 

1 1 

1 547.75, 

0-9  < 

2,  100 

|2, 100  1 

^ 512.75 

0-8  1 

1 

1 j 

, 477.75 

0-7  1 

t 

1 1 

\ 442.75 

$343. 11 

$99.64 

0-6 

1, 700 

1, 700 

358.  42 

277. 75 

80.  67 

0-5 

1,  526 

1, 526 

321. 73 

249. 33 

72.  40 

0-4 

1,518 

1,518 

320.  05 

248. 02 

72.  03 

0-3 

1,  140 

1,  140 

240.  35 

186. 26 

54.  09 

0-2 

1, 031 

1,  031 

217.37 

168. 45 

48.  92 

0-1 

996 

996 

209.99 

162. 73 

47.  26 

W-4 

1, 284 

1,291 

272.  19 

210.93 

61. 26 

W-3 

1,  300 

1,291 

272.  19 

210.  93 

61. 26 

W-2 

1,293 

1, 291 

272.  19 

210. 93 

61.26 

W-1 

1, 280 

1.291 

272.  19 

210. 93 

61. 26 

E-9 

1, 302 

1,318 

277. 88 

215. 34 

62.  54 

E-8 

1, 322 

1,318 

277. 88 

215. 34 

62.  54 

E-7 

1,319 

1,318 

277. 88 

215. 34 

62.  54 

E-6 

1, 213 

1, 213 

255. 74 

198. 19 

57.  55 

E-5 

1,  109 

1.  109 

233. 81 

181.  19 

52.  62 

E-4 

1, 005 

1, 005 

211. 89 

164. 20 

47.69 

E-3 

977 

977 

205. 98 

159. 63 

46.  35 

E-2 

962 

963 

203. 03 

157.  34 

45.  68 

E-  1 

963 

963 

203.03 

157. 34 

45.  69 

Average 

1, 193. 

5 

$252. 

$195. 

$57 

This  data  is  developed  at  Tab  E.  It  is  a function  of  the  family  size 
distribution  by  grade  in  the  current  force,  and  the  relatively  narrow  range 
of  authorized  quarters  sizes.  Thus  the  intergrade  differentials  are  not 
as  great  as  they  are  in  basic  pay. 

Minor  subjective  modification  to  smooth  the  data  for  tlie  grades  E-7 
through  E-9,  W-1  through  V -4. 

Costs  per  square  feet  times  average  square  feet  by  pay  grade.  The  ranks 
of  0-7  and  above  are  smoothed  on  a subjective  judgment  of  average 
quarters  assignment  practices. 
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Based  1)11  the  prescribed  standards,  there  is  no  significant  difference 
in  the  average  square  footage  attributable  to  flag  and  general  officers. 

On  the  average  across  ail  duty  stations  there  is  usually  an  increasing 
quality  of  quarters  assigned  to  these  officers  consistent  with  increasing 
rank.  To  recognize  this  it  was  judged  appropriate  to  spread  the  scale 
by  increasing  the  monthly  valuation  by  grade,  A differential  of  $35  per  grade 
was  chosen  based  on  observation  that  the  authorized  square  footage 
differential  between  O-b  and  flag /general  grades  for  4 bedrooms  --  the 
flag/general  standard  --  is  150  square  feet  which,  at  current  cost 
recovery  rates,  is  about  $3  5 per  month,  and  choosing  to  continue  that 
interval  upward. 

The  Warrant  Officer  grades  are  all  on  the  same  standard.  The  variation 
introduced  by  family  size  (TAB  E)  is  so  small  that  on  balance  it  appears 
more  reasonable  to  treat  the  Warrant  Officer  Community  on  the  basis  of 
the  overall  average.  The  top  3 enlisted  grades  E-7  through  E-9  were 
resolved  in  the  same  manner  for  the  same  reasons. 

Table  5 compares  the  current  QIK  \ aluations  with  those  developed 
by  the  above  methodology.  The  rates  have  been  rounded  so  that  they 
are  divisible  by  30  for  ease  in  converting  to  daily  rates  in  accordance 
with  current  law.  ^ 

The  OSD-OMB  Housing  study  did  not  estimate  a by  grade  value  for 
family  QIK;  however,  it  did  estimate  an  overall  average  faxr  market 
rental  value  including  utilities  of  $274.00  . 


1 5 U.S.C.  5505  and  37  U.S.  C.  1004 

2 OSD-OMB  Military  Housing  Study  R pt  (Draft),  Vol  UI,  10-31-75,  p.  151 


TABLES 

Compensation  Cost  of  Married  In-Kind  Quarters 
Monthly  Rates 


Pay  Grade 

Present 

Valuation  ($) 

Recommended 
Valuation  ($)^ 

Differenc 

$ 

e 

% 

Commissioned 

Officers 

C/S 

500 

582.90 

82.90 

17 

0-10 

400 

547. 80 

147. 80 

37 

0-9 

350 

512,70 

162. 70 

46 

0-8 

300 

477.  90 

177.  90 

59 

0-7 

250 

442. 80 

192. 80 

77 

0-6 

230 

358.  50 

128. 50 

56 

0-5 

203 

321,60 

118.60 

58 

0-4 

183 

320. 10 

137.  10 

75 

0-3 

161 

240,30 

79.  30 

49 

0-2 

150 

217.  50 

67.  50 

45 

0-1 

139 

210. 00 

71.  00 

51 

Warrant 

Officers 

W-4 

139 

272.  10 

133. 10 

96 

W-3 

139 

272.  10 

133.  10 

96 

W-2 

139 

272.  10 

133. 10 

96 

W-1 

139 

272. 10 

133.  10 

96 

Enlisted 

M/S 

138 

277. 80 

139. 80 

101 

E-9 

138 

277. 80 

139. 80 

101 

E-8 

138 

277. 80 

139. 80 

101 

E-7 

138 

277. 80 

139. 80 

101 

E-6 

136 

255.60 

110.60 

88 

E-5 

133 

233.70 

100.  70 

76 

E-4 

126 

211.80 

85.  80 

68 

E-3 

117 

206.  10 

89.  10 

76 

E-2 

116 

203.  10 

87.  10 

75 

E-1 

115 

203. 10 

88.  10 

77 

1 Developed  in  1956,  see  Tab  D for  details 

2 Based  on  1975  government  cost  per  net  square  foot. 
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C.  Conclusions; 

The  QRMC  Staff  concludes  that; 

o The  conipensation  costs  currently  in  use  for  family  quarters 
in  computing  RMC  are  outdated,  and 

o The  OSD-OMB  Housing  Study  estimate  of  family  quarters 
cost  is  not  suitable  for  allocating  family  housing  costs  by 
pay  grade. 

o The  cost  per  square  foot  of  the  maximum  net  authorized 
square  footage  is  preferable  to  the  cost  per  square  foot  of 
the  gross  square  footage  in  determining  the  compensation 
cost  of  quarters  for  each  pay  grade. 

D.  Recommendations; 

The  QRMC  Staff  recommends  that; 

o The  compensation  cost  of  family  quarters, based  on  1975 
government  costs  shown  in  Table  5,  be  used  for  compen- 
sation costing  purposes. 

o The  compensation  cost  estimates  of  family  quarters  based  on 
authorized  space  by  paygrade,  as  shown  in  Table  5,  be  used 
in  future  QRMC  and  RMC  calculations  until  professional 


appraisals  are  available. 
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The  only  costs  of  bachelor  housing  currently  available  are  construc- 
tion costs.  These  costs  by  themselves  do  not  provide  sufficient 
data  to  accurately  compute  bachelor  housing  costs  since 
they  are  only  one  part  of  total  costs.  Two  alternative  methods  of 
estiniating  total  bachelor  housing  costs  were  considered; 

o HSG  Cost  estimates  based  on  a survey  of  11  installations 
o Family  housing  costs  as  a proxy  for  bachelor  housing  costs 

The  second  approach  assumes  that  tlie  average  cost  per  net  square  foot 

of  family  housing  approximates  the  average  cost  per  square  foot  of  bachelor 

housing.  This  assumption  is  based  on  the  judgment  that  the  basic 

costs  of  utilities,  maintenance,  refuse  collection,  fire  protection, 

and  administration  should  be  about  the  same  on  a square  footage 

basis.  The  cost  per  unit  of  utilities  (water,  sewage,  electricity, 

and  natural  gas  , oil,  or  coal)  should  be  about  the  same  for  both 

family  and  bachelor  housing  at  an  installation  because  the  installation 

normally  has  only  one  source  for  each  utility  purchased.  Other 

operating  costs  of  bachelor  housing  such  as  rodent  control,  snow 

removal,  police  and  fire  protection  should  be  basically  the  same  as 

for  family  housing  on  a square  footage  basis  since  normally  the  same 

organization  provides  these  services  to  both  family  and  bachelor 


/ 


housing. 
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It  is  acknowledged  that  the  cost  per  square  foot  to  construct  bachelor 
housing  is  higher  than  for  family  housing.  The  average  budgeted  cost  per 
square  foot  to  construct  bachelor  housing  in  FY  1974  was  $28,75  compared 
to  an  average  budgeted  cost  of  $24.  50  per  square  foot  to  construct  family 
housing  in  the  same  fiscal  period,  ^ However,  this  difference  is  considered 
small  enough  that  in  the  absence  of  better  data,  it  can  be  disregarded. 

Real  property  inventory  records  show  that  there  were  about 
285,  1 17,  000  gross  square  feet  of  enlisted  bachelor  housing  and  about 
55,  925,000  gross  square  feet  of  officer  bachelor  housing  as  of  June  30, 

1975.  ^ The  "gross  square  footage"  is  total  floor  area  of  a building  to  the 
normal  outside  face  of  the  building,  including  basements  and  usable  attic 
space.  ^ Space  in  bachelor  quarters  includes  common  latrines,  day  rooms, 
orderly  rooms,  and  supply  rooms.  Living  spaces  aboard  ships  are  not 
included  in  these  figures. 

There  are  approximately  916,-191  personnel  without  dependents  cur- 
rently on  active  duty.  About  1 14,863  of  these  members  are  receiving  a 
Basic  Allowance  for  Quarters  (BAQ)  and  do  not  occupy  gove rnment  quarters. 
Another  o40,  294  members  without  dependents  are  not  authorized  BAQ 
because  they  are  authorized  to  occupy  government  quarters.  There  are 
161,034  members  without  dependents  w'ho  are  not  authorized  BAQ  because 

' FY  76  Military  Construction  Appropriation  Justification  Books  for  each 
service 

2 Inventory  of  Military  Real  Property,  as  of  June  30,  1975,  requir<-d  by 
DoD  INST  4165.  14  w/3  changes,  December  21,  1966 

Ibid.  , Enel.  1 
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they  are  assigned  tu  sea  duty.  ^ 

The  QRMC  Study  group  has  generally  agreed  that  shelter  on 
board  ships  and  in  the  field  should  not  be  considered  as  in-kind  housing 
for  compensation  purposes  because  it  is  more  appropriately  a government 
cost  of  doing  business.  Therefore,  bachelor  personnel  occupying  these  types 
of  quarters  were  excluded  insofar  as  possible  from  the  calculation  of  the 
compensation  cost  of  bachelor  housing.  There  is  an  equity  issue  related 
to  this,  discussed  in  Part  II  of  this  paper. 

Assignment  to  some  "short  tour  areas"  where  dependents  are  not 
authorized  subjects  personnel  to  many  conditions  similar  to  those  found 
in  field  duty.  Some  short  tour  areas  contain  sufficient  elements  of  hazard 
through  military  or  quasi  military  action,  risk  of  disease,  extreme  environ- 
mental conditions,  or  primitive  habitation  that  safe  and  reasonable  comfort 
for  dependents  cannot  be  achieved.  The  duty  in  these  areas  often  includes 
long  duty  hours,  total  lack  of  choice  in  living  facilities,  limited  entertain- 
ment facilities,  and  in  some  cases  sensory  deprivation,  family  separation, 
and  limited  ability  to  remain  in  dwelling  areas  because  of  long  duty  hours, 
Examples  of  the  kinds  of  duty  assignments  to  which  this  description  is 
appropriate  might  include  the  Antarctic,  Diego  Garcia,  and  remote  posts 
in  Alaska  or  Iceland,  (All  unaccompanied  tour  areas  are  listed  in  Tali  M.  ) 

I ' '■  > ■ ' ' • " 

'dASD(MPP)  CS  FY  76-2  Forces  Report,  based  on  consolidation  of 
family  size  taken  from  Exhibit  MP-22,  part  of  the  detailed  support  of 
the  Services'  Budget  submissions  to  OSD. 

^Minutes  of  the  April  10,  1975  meeting  of  the  Study  Group,  p.  2.  This  is 
consistent  with  the  distinction  between  occupancy  of  government  quarters 
and  assignment  to  sea  or  field  duty  in  37  USC  403. 


These  conditions  may  be  judged  sufficiently  similar  to  conditions  found  in 
duty  in  the  field  to  V/arrant  their  exclusion  from  bachelor  housing  cost 
determinations.  The  furnishing  of  government  housing  in  these 
remote  or  culturally /sensory  deprived  environments  is  necessary  both 
to  maintain  the  force  immediately  available  for  military  operations  and 
to  ensure  the  health  and  safety  of  the  individual.  Based  on  these  subjective 
considerations  bachelor  housing  in  these  "short  tour  areas"  was  excluded 
from  the  calculation^.  There  arc  approximately  26,784  bachelor  members 
serving  in  all  areas  where  dependents  are  not  authorized.  Using  this  numbe 
to  represent  the  "short  tour"  element,  the  net  number  of  bachelor  personnel 
occupying  quarters  can  be  estimated  for  costing  purposes; 


TABLE  6 
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Bachelors  in  Government  Quarters 


Officer 

Enlisted 

Total 

Number  of  Members  Without 

Dependents  N it  Receiving  BAQ 

23, 302 

778, 026 

801, 328 

Less  Members  at  Sea 

3,  657 

157, 377 

161, 034 

Bachelors  in  Government 
Quarters 

19,  645 

620, 649 

640,  294 

Less  Members  in  Short 

Tour  A reas 

558 

26, 226 

26, 784 

Net  Number  of  Members 

19, 087 

594, 423 

613, 510 

^ All  unaccompanied  tour  locations  are  listed  in  Tab  M.  Many  have  only  a 
small  number  of  personnel.  For  estimation  purposes,  the  number  of 
personnel  assigned  to  South  Korea,  South  Vietnam,  Thailand,  Laos, 
Cambodia,  Johnston  Islands,  Diego  Garcia,  Ryukyu  Islands  (Okinawa)  were 
used  to  represent  such  stations.  The  resulting  number  represents  an  upper 
bound.  Detailed,  station  by  station  evaluations  should  be  made  if  such  a 
policy  we  re  implemented  in  a compensation  system  requiring  payment  of 

BAQ  to  members  on  such  duty. 

2 Family  size  percentages  shown  in  OASD(M&RA)MPP  RMC  calculations 
were  applied  to  the  total  members  in  at  sea  and  short  tour  status  to  de- 
termine the  number  of  bachelors  in  these  categories.  The  Navy  sea  duty 
population  is  disproportionately  heavy  in  junior  personnel,  and  junior 
grades  have  a higher  than  average  proportion  'jf  unmarried  personnel. 
Thus,  this  table  underestimates  the  number  of  junior  members  at  sea. 
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Ciirrc-nt  DOD  diroctiNf.s  do  not  allot  living  -spacn  to  Ijacludcjr.s  (jn  a | 

gross  square  footage  basis,  init  on  niaximuni  ''net  living  sijaei.-'' 
basis  by  pay  grade,  (Si-e  Tab  F' , ) This  maximum  ''net  living  space" 
is  the  inside  area  of  a building,  i.'xcluding  closets,  orderly  rooms, 
messing  facilities  and  other  non-quartering  functions.  Therefore, 
by  pay-grade  t:ost  recoviTy  valuations  for  bachelors  must  follow  the 
saiiie  procedvires  as  for  family  quarters.  The  maximum  "net  living 

space"  for  bachelors  is  the  approximate  analog  of  similar  standards  of  | 

family  quarters  for  E-7s  and  above.  For  E-6  and  below  "net  living  space'' 
standard  is  more  accurately  described  as  "net  sleeping  space''  because 

/ 

it  does  not  include  a per  capita  share  of  common  latrines  and  lounge 
facilities.  An  appropriate  add-on  to  "net  sleeping  area"  is  required 
to  parallel  the  valuation  procedure  for  family  quarters.  Broad  DOD 
construction  guidance  in  DOD  Instruction  4070,  1-lVl  dated  October  1,  1972, 
suggests  that  gross  square  feet  should  not  exceed  150-155  square  feet 
per  man.  On  a 3 -man  room  Ijasis,  the  ratio  of  tiet  sleeping  space  to 
gross  sc[uare  feet  should  not  exceed  270:450  or  60  square  feet  per  man. 

The  60  square  feet  includes  space  for  halls,  stairwells,  ('te.,  as  well  as 
latrines  and  lounges.  Thus  bO  square  feet  exceeds  tlie  appropriate  factor 
for  newer  ejuarters  and  probably  exceeds  the  average  for  the  existing 


inventory. 


The  problem  was  presented  to  numerous  bachelor  quarters  experts 
who  set  construction  standards,  monitor  typical  plans  and  prepare  plans. 

It  became  clear  that  tliere  is  no  hard  data,  and  no  broadly  applicable 
standard.  Within  the  standard  guidelines,  some  are  more  efficient  than 
others  with  respect  to  living  space,  particularly  for  warmer  climates, 
where  stairwells  and  walkways  can  be  exterior  to  the  gross  area  dimensions. 
Some  of  the  designs  used  indicated  a common  lounge  area  of  ZO  square  feet 
and  latrine  area  of  10-15  square  feet  per  man.  (90  : 20  t 1 0 to  1 5=  1 20  to  1 25) 
Those  factors,  together,  did  not  seem  excessive  to  those  consulted. 

An  efficiency  factor  of  90Tri  applied  to  gross  square  feet  was  attained  by 
one  of  two  designs  noW'  being  used  by  the  Army.  ^ An  efficiency  factor 
of  seems  generally  attainable  (150  gross  scpiare  feet  x . 80  120  net 

square  feet.)  Thus,  a 30  square  foot  add-on  is  a conservative  average. 
Quarters  built  in  the  1950's  and  early  1960's  ir.ay  tall  short  of  these 
guirlelines.  The  prevailing  opinion  of  the  c'xperts  queried  was  that  a 30 
sc|uare  fot)t  idd-on  would  bi'  reasonable  oti  the  average.  Many  plans  would 
exceed  it  and  many  may  have  less,  though  not  significantly  less. 

Considering  the  necessity  of  incorporating  an  adjustment  to  "net 

living  space"  to  appropriately  represent  the  costs  ol  bactudor  quarters, 

and  the  available  data  to  quantify  that  adjustmeiit,  it  is  estimated  that,  on 

the  average,  30  sqviare  feet  per  occupant  should  be  adch'd  to  tlu'"net 

living  spac«'"  criterion.  The  aggregate  maximum  net  living  spaci- 

1 TtTephone  interview  with  the  Chief  of  the  Architectural  Section,  Oltice 
Chief  of  Engineers,  Army,  August  1,  197() 
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required  to  liouse  bachelor  military  personnel  can  then  be  computed  by 
multiplying  the  number  of  bachelors  in  each  pay  grade  currently  occupying 
government  quarters  ashore  excluding  members  in  short  tour  areas. 

This  computation  shows  tliat  69,953,014  square  feet  are  required  to  house 
bachelor  enlisted  personnel,  and  5,842,750  square  feet  arc  required  for 
bachelor  officers. 

These  space  requirements  account  for  only  22%  of  the  total  gross 
square  feet  appearing  on  the  real  property  records.  An  attempt  was  made 
to  judge  the  reasonableness  of  this  figure. 

a.  The  inventory  of  gross  square  footage  includes  space  in  bachelor 
quarters  used  for  offices,  day  rooms,  supply  rooms,  orderly  rooms  and 
other  space  not  used  to  house  bachelors.  Further  there  is  uninhabitable 
space  included  in  gross  square  footage  such  as  basements,  attics,  closets, 
service  areas  and  the  like.  Using  family  housing  construction  planning 
factors  of  the  U,  S.  Army  Corps  of  Engineers  and  the  U.S,  Naval  Facility 
Engineering  Command  as  a proxy,  a figure  of  18%  of  total  gross  square 
footage  not  usable  for  living  space  is  used  to  compute  the  net  inhabitable 


b.  There  are  a number  of  quarters  that  are  considered  surplus, 
based  on  a lack  of  personnel  at  certain  locations.  It  is  estimated  that 
14%  of  the  existing  adequate  military  bachelor  housing  is  considered 
s ur plus . ^ 

1 Telephone  interview.  Chief,  Family  Housing  Division,  Military  Construction 
Directorate,  Office  of  the  Chief  of  Engineers,  July  16,  1975. 

2 Based  on  figures  from  Bachelor  Housing  Requirements  ODASDfl'.  H)  OASD 
(Ik-D)  of  February  10,  1976 
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c.  The  total  gross  square  footage  also  Includes  planned  requirements  for 
transients  and  reserve  forces.  While  the  Staff  was  not  able  to  determine  a 
total  DoD  estimate  for  these  requirements,  an  estimate  was  obtained  from 

i the  Navy  which  indicates  that  approximately  38%  of  the  officer  space  re- 

r 

^ quirements  and  43%  of  the  enlisted  space  requirements  are  programmed 

for  transient  and  reserve  forces.  ^ Since  transients  include  both  married 
members  otherwise  accounted  for,  bachelors  on  sea  duty  temporarily 
occupying  quarters  and  transient  personnel  enroute  to  new  duty  stations, 

, the  space  used  for  transients  and  reserves  should  not  be  included  in  the 

compensation  costs  of  bachelors.  In  addition,  some  bachelor  quarters  are 
occupied  by  "geographical  bachelors";  those  mar ried  members  who  are 
separated  from  their  families  either  because  family  housing  is  not  avail- 
able at  their  duty  station  or  for  other  reasons,  and  are  receiving  BAQ.  A 
conservative  estimate  is  that  these  individuals  account  for  5%  of  the  total 

3 

DOD  bachelor  housing  requirements. 

d.  Approximately  30%  of  the  total  DOD  bachelor  assets  are  classified 

I . . . . . 

i "substandard  --  cannot  be  made  adequate".  While  it  is  impossible  to 

' further  refine  this  last  statistic  , itdoeshave  aneffecton  the  differences  be- 

tween the  total  gross  square  feet  available  and  the  net  allowable  square  foot 

^ figure  used  to  estimate  compensation  costs  as  previously  developed. 

t Based  on  all  of  the  above  factor s , the  estimate  that  22  percent  of  the  total 

I 

gross  square  feet  of  bachelor  housing  represents  bachelor  quarters  provided 
to  the  current  force  for  compensation  purposes  appears  to  be  reasonable. 

' As  detailed  in  the  section  on  Compensation  Cost  of  In-Kind  Family 

quarters,  the  cost  per  gross  square  foot  of  family  housing  was  $2.04  and 

1. 

^ the  cost  per  authorized  maximum  net  square  foot  of  family  housing  was  $2,  52 


^ Naval  Facilities  Engineering  Command,  Code  21E,  Feb.  27.  1076. 
^OASD{I&H)  OASD{I&L),  Feb.  27,  1976, 

^OASD(I&H)  Report  Bachelor  Housing  Requirements.  Feb.  10,  1976. 
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\iaing  t'Y  1975  faniily  liuusing  cost  data.  These  costs  include  aniortii'.ation 
of  capital  investment  and  operation  and  maintenance  costs,  Ajjjjlying 
these  costs  per  square  foot  to  the  total  gross  square  feet  and  to  the  maximum 
net  square  feet  of  bachelor  housing  provides  the  following  estimate'd  cotst'': 

TABLE  7 

Estimated  Aggregate  Bachelor  Housing  Costs  Using 
h'amily  Housing  Cost  as  a Proxy 
($  Million) 

Officers  E nlis  ted  T otal 

Gross  Square  Feet  P $2, 04  $114.1  $581.6  $095.7 

Net  Square  Feet  (a  $2.  52  $ 14.8  $177.0  $191.8^ 

The  nSG  estin  ate  of  bachelor  housing  costs  was  $828  million  to 
$1,  174  n'illion  (See  p.  13).  The  cost  is  estimated  at  $695.  7 million  when 
the  family  housing  costs  per  gross  sejuare  feet  is  used  as  a proxy  for 
bachelor  housing  costs.  This  overstates  costs  properly  attributed 
to  bachelor  housing  because  the  34 1 , 042 , 000  g ros s square  feet  in  inventory 
IS  not  used  to  hotise  bachelors.  Therefore,  occupants  should  not  be 
charged  for  space  not  used  for  housing  and  the  estimated  compensation 
cost  of  ijachelor  housing  based  on  space  actually  occupied  docs  not 
appear  to  be  unreasonable. 


k 


1 Excludes  quarters  at  sea  and  in  "short  tour"  areas. 


35 


HSG  cost  estimates  were  based  on  survey  data  provided  by  1 1 
CONUS  installations;  data  from  overseas  areas  were  not  included.  Seven 
of  the  11  installations  were  located  in  California,  with  five  of  the  seven 
being  located  in  the  San  Diego  area.  Only  three  installations  could  be 
classified  as  "non-coastal,"  and  no  southern  installations  were  considered. 
Most  of  the  installations  suiweyed  were  located  in  geographical  areas  that 
have  generally  mild  temperatures  which  affect  total  estimated  operations 
and  maintenance  costs,  especially  utility  costs.  Thus,  the  small  size  of 
the  sample  and  its  limited  distribution  make  its  representativeness 
doubtful. 

The  cost  estimates  provided  by  the  11  installations  varied  widely. 

For  example,  one  installation  reported  that  it  cost  $87  per  year  to  operate 
and  maintain  each  bachelor  enlisted  housing  space  while  another  installa- 
tion reported  that  it  cost  $714  a year  to  maintain  each  of  its  bachelor 
enlisted  spaces.  ^ Similar  differences  were  found  in  the  review  of  bache- 
lor officers'  housing  costs.  Per  square  foot  cost  estimates  ranged  from 
$.63  to  $6.80.  They  were  estimated  by  the  submitting  installations,  and 
the  basis--gross  square  footage  or  net  living  space--is  not  identifiable.  Fnrthe 
the  square  footages  reported  by  these  11  installations  do  not  correspond 
to  data  in  the  Real  Property  Inventory  Records. 


1 


OSD-OMB  Military  Housing  Study  Progress  Report  (Draft),  Vol.  II, 
October  31,  1975,  p.  69 
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The  alternative  costing  methodology  using  I'amily  housing  costs 
is  based  on  actual  costs  that  are  managed  in  detail  within  the  Department 
of  Defense.  They  represent  the  full  range  of  building,  operating,  and 
environmental  factors,  worldwide.  These  costs  cover  the  full  range  of 
cost  elements  that  should  be  considered  in  developing  bachelor  housing 
costs  estimates,  including  operating  costs,  maintenance  costs,  and  the 
amortization  of  capital  investment.  Construction  costs  are  similar,  and 
the  use  or  purpose  of  the  facilities  is  similar.  Thus,  it  is  judged  that 
operating  costs  are  likely  to  be  similar.  Because  of  the  broad  base  of 
their  cost  rates,  the  family  housing  costs  were  thus  more  likely  to  be 
an  accurate  representation  of  actual  bachelor  quarters'  square  footage 
costs  than  those  costs  based  on  the  very  limited  sample  developed  in  the 
HSG  alternative.  In  the  absence  of  an;-  dependable  bachelor  housing  cost 
data,  it  appears  reasonable  to  use  family  housing  square  footage  costs 
to  estimate  bachelor  housing  costs  for  compensation  costing  purposes. 
When  bachelor  housing  management  information  becomes  available,  fut  un- 
compensation  analyses  should  be  based  on  that  more  accurate  information. 

F.  Calculation  of  the  Compenaation  Cost  by  Pay  Grade. 

The  total  estimated  costs  of  bachelor  housing  of  about  $ 1 9 1 . 8 million 

(see  derivation  on  page  30)  were  allocated  among  the  estimated  613,  510 

members  authorized  government  quarters  ashore  other  than  those  in  "short 

tour"  areas.  The  compensation  costby  pay  grade  was  estimated  by  using 

the  maximum  net  square  footage  authorized  for  each  grade.  ^ As  has  been 

1 DoD  INST  4 165.  47,  "Adequacy,  Assignment  and  Occupancy  of  Bachelor 
Housing  (I&L),  " May  12,  1972,  End  1 See  Tab  F. 
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cU'Scribod^  tfie  QR  MC  Staff  judged  this  the  must  equitable  and  practicable 
method  of  computing  the  cost  of  bachelor  housing  by  pay  grade  for  compen- 
sation cost  purposes.  The  recommended  compensation  costs  of  in-Kind 
bachelor  quarters  are  shown  in  Column  3 of  Table  8,  The  rates  have  been 
adjusted,  as  was  done  with  married  quarters,  to  make  them  divisible 
by  3 0 for  calculation  purposes.  An  alternative  method  which  has  not  been 
developed  here,  would  be  to  consider  the  differing  anienities  provided  ijy 
pay  grade  such  as  the  number  of  persons  per  room,  etc.  , as  described 
in  Tab  F,  in  addition  to  the  authorized  square  footage.  This  method 
would  allocate  the  same  total  cost  of  bachelor  housing  to  the  same  population 
but  result  in  a generally  ascending  by-gracle  valuation.  It  would  somewhat 
increase  the  costs  attributed  to  grades  E-5,  E-6  and  0-8  to  0-10  while 
somewhat  reducing  costs  for  menibers  in  grades  below  those  which  are 
adjusted.  While  it  was  considered  desirable  to  do  this,  as  was  done 
for  flag  and  general  officer  family  quarters,  two  considerations  militated 
against  applying  the  subjective  judgments  necessary  to  do  so: 

a.  The  entire  officer  and  warrant  officer  standard  is  in  only  two 
categories,  compared  to  six  for  faniily  quarters. 

b.  The  authorized  square  footage  is  much  smaller  and  in  a nuich 
smaller  range  than  is  the  cost  for  family  quarters. 

Using  family  housing  cost  rates  as  a surrogate  for  bachelor  (lousing 
costs  tends  to  understate  those  costs.  Family  (lousing  cost  rati's  do  not 
fully  account  for  more  expensive  per  foot  construction  costs,  laundry 


i 
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service,  or  furniture  amortization.  Tlie  Air  Force  estimates  baclielor 


quartiTs  a\  i riigi'  annual  laundry  cost  at  $48,  Zl,  one  time  turnisliinu  | 

cost  at  $S^50  lor  enlisted  and  $1,  500  tor  c4'ri(.er  quart,  rs.  Tlie  Int.-rnal 
Revenue  .Ser\ice  Indicates  ilie  usi'lul  life  of  furnitun-  at  5 to  7 years.  ^ 

Applying  thesi'  lactors  to  bachelor  quarters  rates  should  increase  monthly  ' 

costs  an  average  of  $15.  34  for  enlisted  and  $Z  I , 'U)  for  officers.  Th.'Se  ' : 

data  are  n.>t  sv.dli..  ituitly  ridiable  t tj  us.'  as  a basis  f.>r  inclusion  in 
bachelor  QIK  costs. 

1 

Some  bachelors  are  currently  occupying  inadequate  quarters--that  is, 
quarters  which  do  not  meet  DoD  space,  privacy,  or  furnishing  stand?. ra  . 

However,  DoD  does  not  monitor  compliance  with  its  policy  on  bachelor 
housing  standards,  and  reliable  data  cn  deviations  from  DoD  standards 
are  not  available.  HSG  data  indicates  that,  based  on  services'  inventories, 
from  240,  000  to  as  many  as  400,  000  military  personnel  may  be  assigned  to 
substandard  bachelor  quarters."^ 

Some  proportion  of  bachelor  members  assigned  to  in-kind  quarters 

do  not  occupy  them,  preferring  to  obtain  quarters  in  the  private  market.  \ 

The  HSG  estimated  that  as  many  as  1 1 percent  of  bachelors  E-5  and  E-u, 

and  31  percent  of  the  bachelors  E-1  thr.  ugh  E-4  not  receiving  BAG  are 

3 

voluntarily  residing  in  the  civilian  community  at  their  own  expense. 


If  these  data  are  accurate,  the  compensation  cost  estimates  for 
bachelor  quarters  is  substantially  overstated. 

1 IRS  Publication  45t). 

2 MMB  OSD  Military  Housing  Study  Report  (Draft),  \'ol.  III.  31  Oct  75, 


.\ppcndix  11B2  and  Vol  1,  p.  7. 
Ibid.  . Vol  II,  p.  116. 
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TABLE  8 
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Compensation  Cost  of  Bachelor  Quarters 
Monthly  P ates  ^ 


Cost  Difference 


1956  Cost^ 

Estimate  Based 

Between  1975  and 

Pay  Grade 

Estimates^ 

On  1975  Data 

$ 

% 

Officers 

0-10 

$56 

$84.30 

28.  30 

51 

0-9 

56 

84.  30 

28.  30 

51 

0-8 

56 

84.  30 

28.  30 

51 

0-7 

56 

84.  30 

28.  30 

51 

0-6 

56 

84.  30 

28.30 

51 

0-5 

56 

84.  30 

28.  30 

51 

0-4 

56 

84.  30 

28.  30 

51 

0-3 

56 

84.30 

28.  30 

51 

0-2 

56 

52.  80 

-3.20 

-6 

0-1 

56 

52.  80 

-3.20 

-6 

W arrant 

Officers 

W-4 

56 

52.  80 

-3. 20 

-6 

W-3 

56 

52.  80 

-3.20 

-6 

W-2 

56 

52.  80 

-3.20 

-0 

W-1 

56 

52.  80 

-3.20 

-6 

Enlisted 

E-9 

18 

42.30 

24.  30 

135 

E-8 

18 

42.  30 

24.  30 

135 

E-7 

18 

42.  30 

24.  30 

135 

E-6 

18 

25.  20 

7.  20 

40 

E-5 

18 

25.  20 

7.  20 

40 

E-4 

18 

25.  20 

7.  20 

40 

E-3 

18 

25.  20 

7.  20 

40 

E-2 

18 

25.  20 

7.  20 

40 

E-1 

18 

25.  20 

7.  20 

4 0 

E-!  (Recruit) 

18 

21.60 

3,  pO 

20 

^ The  cost  valuation  of  quarters  for  members  at  sea,  in  the  field  and  in 
unaccompanied  tour  areas  is  zero. 

2 Developed  in  1956  and  currently  used  for  RMC  valuations  in  DoD,  see  Tab  D for  details . 


40 


G.  Conclusions. 


The  QRMC  Staff  concludes  that: 


o The  use  of  the  family  in-kind  housing  compensation  cost  per 

square  foot  as  a surrogate  for  the  compensation  cost  of  bache- 
lor in-kind  housing  is  preferable  to  other  cost  estimates  cur- 
rently available. 

o The  cost  per  square  foot  of  authorized  maximum  net  square 
feet  of  bachelor  housing  is  preferable  to  the  cost  per  square 
foot  of  the  gross  square  footage  in  determining  the  compen- 
sation cost  of  bachelor  quarters  for  each  pay  grade, 
o If  government  costs  o*  quarters  are  used  as  the  basis  for 

setting  military  compensation,  it  would  be  essential 
to  establish  management  controls  on  bachelor  quarters 
analagous  to  those  on  fajuily  quarters, 
o The  shelter  provided  to  members  on  duty  in 

the  field  and  those  on  sea  d ity  is  not  compensation, 
o That  cost  of  bachelor  housing  for  niembers  in  specifically 
designated  "short  tour"  areas  should  be  treated  as  a 
government  cost  of  doing  business. 


H.  Recommendations. 


The  QRMC  Staff  recommends  that: 


o The  compensation  cost  of  bachelor  quarters  based  on 

family  cost  data  shown  in  Table  8 be  used  for  compensation 
costing  purposes. 
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o The  compensation  cost  estimate  of  bachelor  quarters  based 
on  authorized  space  by  pay  grade  shown  in  Table  8 be  used 
in  future  QRMC  and  RMC  calculations  until  professional 
appraisals  are  available. 

VII.  Compensation  Value  of  Quarters. 

Compensation  value  will  be  considered  in  two  different  ways;  (a) 
objective  value--an  estimate  of  actual  value--  and  (b)  subjective  value-- 
the  value  the  service  member  perceives  his  BAQ  or  quarters  is  worth. 

A.  Objective  Value  of  Quarters. 

The  objective  value  of  quarters  can  be  estimated  by  summing  the 
value  of  quarters  and  that  portion  of  the  tax  advantage  appropriately 
attributed  to  the  value  of  quarters.  The  QRMC  analysis  of  Tax  Advantage 
includes  the  evaluation  of  the  tax  free  nature  of  quarters  or  quarters  allow- 
ances. Therefore,  the  tax  advantage  will  not  be  treated  here. 

1.  Objective  Value  of  BAQ.  The  objective  value  of  quarters  for  a 
member  not  living  in  government  quarters  is  related  to  his  actual  expenditures 
for  housing.  The  objective  value  of  quarters,  either  to  the 
government  or  to  the  service  member,  is  not  necessarily  related  to  his 
allowance  for  quarters.  However,  the  objective  compensation  value  of 
the  BAO  for  those  receiving  it  is  clearly  equal  to  the  cash  amount  of  the 


BAG. 
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2.  Objective  Value  of  Quarters  In-Kind  (OIK).  The  objective  value 
of  QIK  is  an  estimate  of  the  actual  value  to  the  service  member  of  the 

I quarters  being  occupied. 

r 

' a.  Compensation  Value  of  Family  QIK.  The  objective  value  of 

family  QIK  can  be  represented  by: 

(1)  The  government  cost  to  provide  the  quarters. 

(2)  The  BAQ  to  whicli  tlic  member  loses  entitlement. 

(3)  The  rents  being  paid  by  members  of  like  grades. 

(4)  The  locally  appraised  rental  value  of  the  quarters. 

The  government  costs  to  provide  family  quarters  which  were  developed 
in  a previous  section  could  be  used  to  represent  their  value  to  the  service 
member.  Under  the  present  methodology  of  computing  RMC.  this  is  the  value 
DoD  places  on  the  quarters  and  it  thus  could  be  considered  to  be  the  objective 
value.  This  estimate  of  objective  value  of  quarters  based  on  government 
! costs  is  shown  in  column  3 of  Table  9. 


Since,  for  the  most  part,  government  family  quarters  are  occupieri 
voluntarily,  the  BAQ  the  individual  gives  up  to  occupy  government  family 
Quarters  can  be  considered  as  a lower  bound  of  the  objective  value  of  QIK. 
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The  occupancy  rate  of  currently  active  quarters  is  97.  9 percent.  * It  is 

2 

estimated  that  most  family  quarters  in  CONUS  are  voluntarily  occupied, 
and  it  is  thus  possible  to  conclude  that  service  families  believe  the  objective 
value  of  the  quarters  to  be  at  least  equal  to  the  BAQ  they  voluntarily  give 
up.  The  current  BAQ  rates  are  shown  in  column  2 of  Table  9- 

The  rent  being  paid  by  members  of  like  grades  for  housing  in  the  local 
area  can  be  considered  as  an  upper  bound  on  the  amount  of  housing 
service  members  are  willing  to  purchase.  This  is  based  on  the  assumption 
that  the  member  renting  non-government  quarters  is  either  desirous  of 

"more"  house  than  authorized  or  available  in  government  quarters,  cannot 
obtain  government  family  quarters,  cannot  afford  any  higher  rent  or  seeks 

to  avoid  the  military  environment  during  their  "off  duty"  time.  Thus  it 
may  be  argued  that  government  family  quarters  may  not  be  worth  more 
than  the  current  rents  these  members  are  paying  for  non-government 
quarters.  "More"  house  means  more  square  feet,  more  privacy,  better 
neighborhood,  more  amenities,  etc.  Information  on  average  rental  costs 
for  June  1975  is  presented  in  the  fourth  column  of  Table  9.  This  can  be 
compared  with  a subjective  value  of  government  family  housing  as  deter- 
mined by  a survey,  shown  as  the  fifth  column  of  Table  9.  This  comparison 
indicates  that  most  officers  spend  more  for  non-government  quarters  than 
they  believe  government  quarters  are  worth  while  most  enlisted  service 
members  spend  less  for  non- government  quarters  than  they  believe 
government  quarters  are  worth. 

The  best  method  of  placing  an  initial  objective  value  on  family  quarters 
is  to  have  professional  rent  appraisers  in  the  local  area  appraise  the 
quarters.  Unfortunately,  no  such  appraisal  data  exists.  The  only  availble  data 

* Telccon  with  Mr.  Pat  Meehan,  Housing  Program  Division,  ODASDd  t.  HI , 

31  Oct  75,  p.  51. 

2 Ibid, 


on  appraised  value  of  government  quarters  is  the  data  obtained  by  study 
teams  in  the  course  of  the  OSD-OMB  Housing  Study.  It  estimated 
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that  the  average  government  family  quarters  would  rent  for  $Z44  per 
month  and  that  utilities  would  cost  $30  per  month  (based  on  1974  CONUS 
average  cost  per  month)  for  a total  average  of  $274  per  month.  ^ Estimates 
were  not  made  on  a by-grade  basis.  The  HSG  \isited  six  installations 
(Ellsworth  AFB,  South  Dakota;  Camp  Pendleton,  California;  Tinker  AFB, 

Oklahoma;  Fort  Riley,  Kansas;  San  Diego,  California;  and  Fort  Ord,  \ 

California)  and  estimated  a rental  average  *'or  each  location  based  on  dis-  ^ ! 

r 

cussions  with  housing  officials,  local  real  estate  agencies,  and  inspections 

of  government  and  private  housing.  The  limited  coverage  of  this  data  and  | 

the  methods  used  limit  its  value;  however,  in  the  absence  of  more 

precise  data,  it  does  provide  one  working  estimate. 

It  is  difficult  to  identify  which  of  the  above  methods  of  determining  ^ 

an  objective  compensation  value  of  QIK  is  best.  No  data  are  available  | 

on  actual  rent  appraisals  of  government  quarters,  so  that  preferrc'd  ) 

mc'thod  is  not  available.  The  only  appraisals  of  the  rental  value  of  gov-  j 

ernment  quarters,  by  grade,  are  the  subjective  appraisals  made  by  the  , 

military  families  actually  occupying  the  quarters  and  their  evaluations 

may  or  may  not  be  similar  to  appraisals  made  by  professional  appraisers.  ; 

Of  the  three  other  choices  (RAO  rates,  governme-nf  costs,  local  rcuitsl, 


' OSD-OMB  Housing  Study  Report,  (Draft)  Vol.  Ill,  31  Oct  75,  p.  1=^1. 


45 


it  is  probable  that  BAO  rates  understate  the  value  for  both  officer  and 
enlisted  members  because  most  quarters  are,  in  a sense,  voluntarily 
occupied,  and  the  subjective  value  to  the  member,  by  voluntarily  occupy- 
ing the  quarters,  is  greater  than  BAO  forfeited.  For  those  renting  pri- 
vate quarters,  the  QIK  is  worth  something  less  than  rents  they  are  now 
paying  in  the  local  market  since  they  are  assumed  to  be  actually  renting 
"more"  house  or  are  willing  to  pay  to  avoid  the  military  control  over  their 
"off-duty"  life  style  that  exists  in  government  quarters. 

Therefore,  on  balance  it  appears  that,  in  the  absence  of  appraisals, 
the  objective  compensation  value  for  family  housing  is  adequately  represent- 
ed by  the  government  cost  since  these  amounts  approximate  the  cost  avoidance 
by  members  living  in  the  government  quarters  including  utilities,  maintenance 
and,  in  some  cases,  furniture.  It  further  provides  a consistent  measure 
of  value  that  is  void  of  personal  preferences  and  disposable  income  constraints. 
The  selected  objective  compensation  values,  based  on  government  costs,  are 
shown  in  the  last  column  of  Table  9. 
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TABLE  9 

Objective  Value  of  Family  Quarters 


Pay  Grade 

BAQ  Rate^ 

Government 
Cost  2 
Recovery 

Average 

Off  Post 
Rent^ 

Occupant 

Appraised 

Value"* 

Commissioned 

Officers 

c7s 

0-10 

$319.20 
319. 20 

$582. 90 

547. 80 

1 

O 

319. 20 

512.70 

- 

. 

0-8 

319.  20 

477.90 

- 

- 

0-7 

319. 20 

442. 80 

- 

- 

0-6 

286. 20 

358. 50 

406 

361 

0-5 

264. 60 

321.60 

383 

304 

0-4 

238. 80 

320. 10 

333 

286 

0-3 

216. 60 

240.30 

278 

246 

0-2 

194. 70 

217. 50 

238 

229 

0-1 

156. 90 

210.00 

214 

225 

Warrant 

Officers 


W-4 

230.40 

272.  10 

262 

. 

W-3 

212.40 

272. 10 

297 

273 

W-2 

192. 60 

272.  10 

269 

2 34 

W-  1 

178. 20 

272.  10 

241 

- 

Enlisted 

£-9 

204. 00 

277. 80 

279 

248 

E-8 

190. 80 

277. 80 

271 

261 

E-7 

178. 80 

277. 80 

241 

246 

E-6 

166. 20 

255.60 

222 

226 

E-5 

153.  60 

233. 70 

193 

205 

E-4 

134.40 

211. 80 

172 

184 

E-3 

1 16.  10 

206. 10 

161 

182 

E-2 

1 16.  10 

203.  10 

160 

170 

E-  1 

116.  10 

203. 10 

156 

- 

1 1 October  75  BAQ  \vith  dependents  rates. 

2 t rom  Cost  Section  of  this  paper 

3 From  June  75  Naval  Facilities  Engineering  Command  Survey  Data 
all  services. 

January  75  DoD  Family  Housing  Preference  Survey,  See  Table  11 


Se  lected 
Objective 
Value 


$582.90 

547. 80 
512.70 
477.90 

442. 80 

358. 50 
321.60 
320. 10 
240.30 

217. 50 

210.00 


272. 10 
272.  10 
272.  10 
272.  10 


277.80 

277.80 

277. 80 
255.60 
233. 70 

211.80 
206. 10 
203.  10 
203.  10 


4 
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b.  Compensation  Value  of  Bachelor  QIK.  The  objective  value 
of  bachelor  QIK  can  be  represented  by: 

(1)  The  government  cost  to  provide  the  quarters.  ^ 

(Z)  The  BAQ  forfeited  by  the  member. 

(3)  Estimates  of  the  market  rental  value  of  bachelor  quarters. 

I 

The  government  costs  to  provide  bachelor  quarters,  developed  in  the 
cost  section,  and  based  on  authorized  square  footage  by  pay  grade  could 

be  used  to  represent  the  value  of  government  quarters  to  the  service  member.  ' , 

These  cost  estimates  are  shown  in  the  third  column  of  Table  10. 

I 

The  BAQ  the  individual  gives  up  when  occupying  government  quarters 

can  likewise  be  considered  the  objective  value  since  this  is  the  government's  ^ 

I 

current  "rental"  charge.  These  figures  are  presented  in  the  second  column  | 

i 

of  Table  10.  j 

I 

The  last  candidate  for  consideration  is  some  estimate  of  the  quarters'  j 

rental  rate.  The  OSD-OMB  Housing  Study^  developed  one  such  estimate  j 

for  officers  and  enlisted  members  based  on  "typical  rents". 

It  assumed  400  square  foot,  one -bedroom  aprtments  for  officers 


^OSD/OMB  Military  Housing  Study,  Vol.  Ill,  October  31,  1975,  p.  153 
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and  a 180  square  foot,  double  occupancy  room  for  enlisted  members,  and 
used  an  estimate  of  government  0&  M and  utility  costs  to  estimate  median 
rents.  Their  estimate  was  $155  per  month  for  officers  and  $54  per  month 
for  enlisted.  It  should  be  noted  that  these  average  "apartment"  sizes 
exceed  the  maximum  net  authorized  square  footage  for  government 
quarters  for  officers  below  the  grade  of  0-3.  The  assumptions  underlying 
this  estimate  and  the  lack  of  by  grade  evaluations  limit  its  usefulness.  How- 
ever, in  the  absence  of  better  data  it  can  provide  one  working  estimate. 

A review  of  Table  10  suggests  that  the  current  without  dependents  BAQ 
rates  are  significantly  higher  than  the  government  costs  and,  on  the  average, 

they  are  above  the  average  estimated  rental  values  developed  by  the  OMB/OSD 
1 1 

Housing  Study.  Further,  a substantial  proportion  of  enlisted  bachelor  members 
assigned  to  gove  rnment  quarters,  and  thus  not  entitled  to  BAQ,  are  still  willing 
to  spend  a portion  of  their  basic  pay  to  obtain  quarters  in  the  local  community. 
For  these  reasons,  the  BAQ  is  not  considered  to  be  an  acceptable  proxy  for 
the  objective  compensation  value  of  bachelor  housing.  As  noted  in  the 
bachelor  quarters  compensation  cost  section  of  this  paper,  from  240,000  to 
400,  000  military  personnel  may  be  assigned  to  substandard  bachelor  quarters. 

Therefore,  any  overall  estimate  of  rental  value  based  on  the  Housing  Study's 
average  rental  value  for  officers  and  enlisted  members  is  not  considered 

appropriate.  The  remaining  candidate  is  the  government  cost  figures 
previously  developed  and  presented  in  the  third  column  of  Table  10. 

If  the  government  were  to  pay  BAQ  to  those  in  bachelor  quarters 

and  rent  the  quarters  for  these  amounts,  they  would  recover  all 

housing  costs  while  providing,  for  most  single  members,  an  increase 

< in  disposable  income. 


^ OSD-OMB  Military  Housing  Study  Report  (Draft)  Vol.  Ill,  Oct  31,  75,  p.  153. 
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TABLE  10 

Objective  Value  of  Bachelor  Quarters 


Pay 

Grade 

BAO' 

Government 

Cost 

R ecovcry  ^ 

OSD/OMB 

as 

Presented 

3 

Estimate 

ORMC 

Reallocation 

Selected 

Objective 

V alue 

0-7  to 

0-10 

255.30 

84.  30 

155 

202. 80 

84.  3 0 

O-b 

234. 60 

84,  30 

155 

202, 80 

84.  30 

0-5 

219. bO 

84.  30 

155 

202. 80 

84.  30 

0-4 

198. 00 

84.30 

155 

202. 80 

84.  30 

0-3 

175. 50 

84.  30 

155 

202. 80 

84,  30 

0-2 

153.60 

52.  80 

155 

126. 60 

52,  80 

0-1 

120.  60 

52,  80 

155 

126. 60 

52.  80 

W-4 

191.  10 

52.  80 

155 

126, 60 

52.  80 

W-3 

172. 20 

52.  80 

155 

126. 60 

52.  80 

W-2 

151, 80 

52.  80 

155 

126, 60 

52.  80 

W-1 

137. 40 

52.  80 

155 

126. 60 

52,  80 

E-9 

144. 90 

42.  30 

54 

91, 80 

42,  30 

E-8 

135.  00 

42.  30 

54 

91.80 

42.30 

E-7 

1 15. 80 

42.  30 

54 

91.80 

42.  30 

E-6 

106. 20 

25.  20 

54 

55.  20 

25.  20 

E-5 

102, 60 

25.  20 

54 

55.  20 

25.  20 

E-4 

90.  30 

25.  20 

54 

55.  20 

25. 20 

E-3 

80.  10 

25.  20 

54 

55.  20 

25.  20 

E-2 

70.  80 

25.  20 

54 

55,  20 

25.  20 

E-1  Recruit 

66.60 

21. 00 

54 

4b.  80 

21.  uO 

1 October  1 1975  BAQ  Without  Dependents  Ratos 

2 Developed  in  cost  section  of  this  paper,  See  Table 

3 OSD/OMB  Military  Housing  Study  Report  (Draft), 

8,  page  59. 
Vol.  Ill,  Oct. 

31,  1475, 

page  153. 

The  QRMC  reallocation  is 

the  dollar  i-xtended  total 

of  the  OSD/OMB 

estimate  times  numbers  of  officers  and  i-nlisted,  and  then  prorated  on  the 
basis  of  adequacy  standards  t)f  square  footage  on  tile  same  lias  is . 
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It  is  thus  concluded  that,  in  the  absence  of  appraisals,  the  objective  compensa- 
tion value  fur  bachelor  quarters  other  than  tliose  on  board  ship,  or  in  the  field, 
can  be  reasonably  approximated  by  the  compensation  cost  to  the  government 
shov.n  in  Table  10,  Should  government  cost  recovery  be  chosen  as  the 
basis  for  BAQ  "forfeiture"  or  quarters  rental  rates,  it  would  be  essential 
to  establish  management  controls  on  bachelor  quarters  analogous  to 
those  on  family  quarters. 

R.  Subjective  Value  of  Quarters. 

The  subjective  value  is  the  value  upon  which  the  military  mem- 
bers base  their  decisions  relative  to  the  appropriateness  of  any  element 
of  compensation.  Therefore,  it  is  an  important  element  to  be  considered 
in  any  future  change  in  the  methods  of  compensating  military  personnel 
for  quarters. 

The  subjective  value  a military  member  places  on  quarters  is 
affected  by  many  factors,  such  as  disposable  income,  life  style,  family 
composition,  military  control  exercised  over  occupants  of  on-base  quarters, 
personal  preferences  as  they  pertain  to  the  military  community,  convenience, 
and  perceived  significant  attributes  of  one's  domicile. 

As  was  pointed  out  in  the  1975  DOD  Family  Housing  Preference 
Survey,  ^ the  role  of  social  class  identification  in  relation  to  housing 
choices  and  aspirations  was  explored  in  depth  by  a recent  study  of 
the  Boston  and  Kansas  City  metropolitan  areas  (Birch,  Atkinson,  Clay, 


1 DOD  Family  Housing  Preference  Survey,  Navy  Personnel  Research  aiid 

Development  Center,  NPRDC  TR  76-20,  San  Diego,  California,  November  75. 
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Coleman  Friedan,  Friedlander,  Parsons,  Rainwater  and  Teplite,  1973). 

The  authors  found  that  housing  preferences  and  goals  were  primarily  a 
function  of  social  class,  as  defined  by  distinct  complexes  of  occupation, 
cultural  values,  income,  and  type  and  level  of  education.  Schafer  (1974) 
investigated  the  factors  associated  with  propensity  to  occupy  multi- 
family housing  in  large  metropolitan  areas  (500,000  or  more).  He  found 
that  life  cycle  stage  was  the  most  meaningful  variable,  with  income  and 
location  of  workplace  also  showing  some  relationship.  The  decision  to 
rent  or  buy  was  investigated  for  urban  areas  by  Stroyk  and  Marshall 
(1973)  in  the  development  of  the  Urban  Institute  Model.  They  foxmd  that 
family  type  (analogous  to  Schafer's  life  cycle  stage),  race,  and  inconu' 
were  all  related  to  the  propensity  to  buy  housing.  A recent  survey 
reported  in  conjunction  with  the  OSD-OMB  Housing  Study  indicates  that 
the  "subsidy"  (only  "forfeiting"  the  amount  of  their  P.AQ)  to  occupants  of 
government  family  quarters  is  the  primary  influence  for  about  20  to  27 
percent  of  the  respondents  who  express  a preference  for  government 
qua  rte  rs . 

Two  previous  surveys  of  married  military  personnel,  also  discussed 
in  the  Navy  report,  indicate  favorability  toward  living  in  government 
quarters  generally  tended  to  increase  as  pay  grade  increases.  Consistent  with 
these  pay  grade  differences , families  who  prefe r military  housing  seem  to  hold 


somewhat  different  values  and  priorities  from  those  preferring  civilian 
housing.  Reasons  such  as  safety,  convenience,  and  association  with 
other  military  families  are  often  given  for  choosing  military  housing 
whereas  greater  privacy,  avoidance  of  restrictions  and  military  atmos- 
pher<  , and  greater  neighborhood  diversity  are  reasons  frequently  given 
for  preferring  civilian  housing. 

1.  Subjective  Value  of  BAQ.  In  considering  the  subjective  value 
of  BAO,  the  actual  cash  amount  of  BAQ  should  be  considered  as  the 
subjective  value  of  BAQ  for  those  individuals  receiving  the  allowance. 

2.  Subjective  Value  of  Family  Housing.  The  only  available  infor- 
mation pertaining  to  military  members'  subjective  value  of  government 
family  housing  is  contained  in  the  January  1975  DoD  Family  Housing 
Preference  Survey.  The  survey  asked  members  to  e.‘''timate  what  it 
would  cost  to  rent  similar  quarters  in  the  local  economy.  The  replies 
are  thus  a subjective  estimate  of  cost  and  arc  not  necessarily  comparable 
to  rents  actually  being  paid  as  shown  in  Table  9 on  page  4b.  The  survey 
contained  the  following  question  for  married  personnel  occupying  mili- 
tary housing: 
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TABLE  1 1 

Fan-lily  Housing  Rental  Survey  Res_uj^_ 

"About  how  much  do  you  think  it  would  cost  to  rent  similar  housing  in  the 
local  civilian  community.  Include  utilities  and  routine  maintenance  costs. 
Exclude  telephone  and  major  home  improvements.  " 

The  results  by  pay  grade  follow: 


Pay  Grade 

Estimated  Values 

Officers 

0-6 

$361 

0-5 

304  ) 

0-4 

286 

0-3 

246 

0-2 

229 

0-1 

225 

Weighted  Average 

267  , 

Officers 

Warrant  Officers 

W-4 

Sample  too  small* 

W-3 

273 

W-2 

234 

W-1 

Sample  too  small* 

Weighted  Average 

240 

Warrant  Officers 

Enli  sted 

E-9 

248 

E-8 

261 

E-7 

246 

F-6 

226 

E-5 

205 

E-4 

184 

E-3 

182 

F-2 

170 

E-1 

Sample  too  small* 

Weighted  Average 
Enlisted 


Weighted  Average 
All  ranks 


217 


230 


Individual  data  points  although  too  few  to  reliably  estimate  grade  average 
were  included  in  the  composite  for  the  group  average. 


These  subjective  values  are  bracketed  by  the  BAQ  rates  on  the  lower  side 
and  the  government  costs  on  the  high  side,  at  almost  all  pay  grades. 

(See  Table  9,  page  4b  ) This  suggests  that  the  perceived  value  of  govern- 
ment quarters  exceeds  the  value  the  members  place  on  the  dollar  substi- 
tute for  quarters  in-kind  (BAQ),  but  less  than  the  government's  cost  to 
provide  such  quarters.  This  also  explains  the  preference  of  a significant 
proportion  of  service  members  to  live  on  base,  as  shown  in  the  following 
tables  from  the  1975  DoD  Family  Housing  Preference  Survey, 


Table  12 

Occupancy  and  Preference  for  Each  Housing  Style 


Style  of  Housing 

Occupancy  (%)• 

Preference  {7c) 

Military  Spouse 

Single  Family 

Government 

10 

31 

35 

Rented  civilian 

9 

10 

9 

Own  civilian 

22 

33 

28 

Total 

41 

74 

72 

Multiple  Family 

Government 

27 

10 

15 

Rented  civilian 

19 

5 

6 

Own  civilian 

1 

3 

1 

Total 

47 

18 

22 

Mobile  Home 

11 

5 

5 

Unknown 

1 

3 

1 

Total 

100 

100 

100 

Sample  size  (weiglited) 

22,263 

22,263 

22,147 

•Based  on  military  respondents 
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Table  1 3 I 

Percentage  of  Respondents  Preferring  Each 
Housing  Type  by  Pay  grade  Group 


Type  of 
Housing 
Preferred 

Military  (%) 

Spouse  (%) 

1 

Total 

E-l-E-3 

E-4-E-9 

Officer 

1 

Total 

E-l-E-3 

E-4-E-9 

Officer 

Government 

42 

44 

44 

41 

50 

51 

52 

46 

Rented 

civilian 

15 

29 

17 

5 

15 

31 

15 

5 

Owned 

civilian 

35 

16 

33 

53 

29 

9 

26 

48 

Mobile  home 

5 

11 

6 

1 ! 

5 

9 

7 

1 

TOTAL 

97* 

100** 

100** 

99* 

100** 

100** 

100** 

100** 

Sample  Size 
(Weighted) 

22,263 

2,758 

13,857 

1 

5,037 

22,147 

2,836 

14,102 

5,077 

*Thc  remairider  did  not  express  any  preference. 

** Excludes  those  who  did  not  express  any  preference 


The  QRMC  Staff  recommends  that  the  DOD  Family  Housing 
Survey  values  be  adopted  as  the  subjective  value  of  government 
provided  family  quarters.  Scaled  values  would  be  added  for  missing 
grades . 

3.  Subjective  Value  of  Bachelor  Quarters.  There  is  no  known 
survey  data  concerning  the  estimated  rental  value  for  bachelor  quarters 
such  as  that  displayed  above  for  family  quarters.  The  OSD-OMB  Military 
Housing  Study,  however,  contained  the  following  points  on  attitudes  of 
bachelor  s: ^ 


1 The  sample  size  was  900  and  was  not  randomly  selected. 
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o Overall,  about  72  percent  of  bachelor  enlisted  personnel  polled 
indicated  a preference  for  drawing  BAO  and  living  in  the 
civilian  community. 


- Junior  bachelor  personnel  polled  expressed  a preference 
for  living  in  the  civilian  community.  Their  chief  com- 
plaint was  a lack  of  privacy  in  their  accommodations. 


I 


- Senior  bachelor  personnel  polled,  who  frequently  have  the 
option  to  draw  a BAQ  and  not  live  in  government  quarters 
and  whose  government  quarters  typically  afford  more  privacy, 
are  less  desirous  of  living  in  the  civilian  community. 

Due  to  the  lack  of  any  quantitative  survey  data  for  the  subjective  valui- 
of  bnrlicTor  housing,  the  QRMC  Staff  is  unable  to  determine  subjective  value: 
for  bachelor  quarters.  It  is  therefore  recommended  that  the  government 
cost  be  used  as  a proxy  for  the  missing  data. 


C.  The  Effectiveness  of  the  Quarters  Compensation. 

The  effectiveness  of  the  quarters  compensation  can  be  estimated 
using  the  parameters  of  (a)  cost  effectiveness  or  (b)  effectiveness  of  purpos<> 


( 
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Both  methods  arc  viewed  from  a management  point  of  view.  The  former  is 
concerned  with  the  effectiveness  of  a specific  compensation  item  or  sub- 
system, whereas  the  latter  considers  the  effect  the  compensation  item  has 
on  the  larger  system  goals. 

1.  Cost  Effectiveness.  The  cost  effectiveness  of  the  quarters 
compensation  can  be  evaluated  by  a simple  output  over  input  formula  wher. 
output  is  the  government's  cost  avoidance  and  the  input  is  the  DoD  cost  of 
providing  the  compensation. 

a.  Cost  Effectiveness  of  BAQ.  The  compensation  cost  and 
value  of  the  BAQ  portion  of  the  quarters  compensation  is  clearly  equal  to 
the  cash  amount  of  the  allowance  received.  It  represents  the  cost  to  the 
government  and  the  value  to  the  recipient,  making  its  effectiveness  under 
the  cost  parameter  \inity, 

b.  Cost  Effectiveness  of  QIK.  Based  on  the  data  contained 
in  Table  14,  the  cost  effectiveness  of  bachelor  and  family  quarters  in-kind 

be-  estimated  for  officers  and  enlisted  personnel. 
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TABLE  14 


Cost  and  Value  of  Quarters 


Bachelor 

Quarters  in  Kind  ^ 
Number 

Government  Costs 
BAQ  "Forfeited" 
Fair  Market  Value 


Number 

Government  Costs 
BAO  Received 

Average  Expenditures  (BLS)' 
Family 

Quarters  in  Kind 
Number 

Government  Costs 
BAO  "Forfeited" 

Subjective  Value 


Number 

Government  Costs 
BAQ  Received 
Rental  Costs 

4 

Average  Expenditures  (BLS) 


Officer 


19,  087 
$ 14.  8M 

$ 35. 6M 

$ 35.  5M 


31,  569 

$ 61. 3M 

$ 61. 3M 

$ 35. 8M 


75, 590 
$ 245.  3M 

$ 201. 5M 

$ 239, 7M 


156, 292 
$ 422.  OM 

$ 422.  OM 

$ 569.  IM 

$ 505.  8M 


Enlisted 


594,423 
$ 176, 5M 

$ 574.  5M 

$ 428.  OM 


83, 294 
$ 93.  5M 

$ 93.  5M 

$ 51. 2M 


234, 809 

$ 691. 9M 

$ 448. 2M 

$ 610.  IM 


722,638 
$1,283.4M 
$1 , 283.  4M 
$1, 688.  8M 
$1, 270.  4M 


Excludes  members  aboard  ship  and  in  short  tour  areas. 

Estimated  from  OSD-OMB  Housing  Study,  Vol.  I,  Executive  Summary, 

31  Oct  75,  p,  13, 

BLS  consumption  budget  data  for  single  persons  under  35  from  USDL 
75-190,  April  9.  Lower  budget  used  for  enlisted  and  intermediate  budget 
used  for  officers. 

Ibid,  for  family  of  four. 
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Bachelor  QIK  Cost  Effectiveness 

- Output 
Input 

= Gov't  Cost  Avoidance 
Gov't  Cost 


Family  QIK  Cost  Effectiveness 

= Output 
Input 

= Gov't  Cost  Avoidance 
Gov't  Cost 


BAQ  "Forfeiture" 
Gov't  Cost 


BAQ  Forfeiture 
Gov't  Cost 


Officer 


Enli  sted 


Officer  Enlisted 


= $35,6  M 

$14,8M 


$574, 5 M 
$176.  5M 


$201.  5M  $448.  2M 
$245. 3M  $691. 9M 


2.41  = 3.25 


.82  = .64 


These  estimates  show  that  the  value  the  government  receives  by  way 
of  a cost  avoidance  is  approximately  three  times  the  government  cost 
incurred  from  bachelor  quarters.  The  value  of  family  quarters  is  approxi- 
mately . 6 of  the  cost  incurred. 

The  reciprocal  of  these  cost  effectiveness  figures  portray  the  cost 
effectiveness  of  the  members'  compensation  as  viewed  from  their  vantage 
point . 


Bachelor 

Officers  Enlisted 
.41  .31 


Family 

Officers  Enlisted 
1.22  1.56 


» 


These  estimates  show  that  the  value  received  by  bachelors  living  in 


}>ovc'rnment  quarters  is  less  than  half  the  amount  of  BAO  "forfeited,  " 
whereas  the  value  received  by  married  members  living  in  government 
quarters  exceed  the  BAQ  "forfeited"  by  between  40-80  percent. 

C.  Effectiveness  of  Purpose.  As  is  the  case  in  any  compensation 

system,  the  major  goals  of  the  military  compensation  system  are  to  attract 
and  retain  qualified  individuals  in  the  numbers  required  to  perform  the 
mission.  Comparing  average  rates  of  the  fair  market  value  of  govern- 
ment quarters , BAQ  received  or  "forfeited and  ave  rage  family  rentals 
show  that  on  an  annual  basis:  (1)  the  average  military  family  residing  in 
government  family  housing  gains  about  $1,002  in  disposable  income, 
whereas  military  families  renting  civilian  housing  lose  about  $1,050  in 
disposable  income.  For  the  most  part,  bachelors  in  government  quarters 
lose  a part  of  their  potential  disposable  income.  Those  on  field  duty  and 
sea  duty  lose  an  even  greater  part  of  their  potential  disposable  income. 


TABLE  15 

Comparison  of  Average  Annual  Rental  Values  and  BAQ  Rates 


Fair  Market  Value  BAQ 


Difference 


Faniily  Quarters 


$2,895 


$1, 893 


$ 1 , 002 


Family  Offpost  Rent 


2,800 


1, 750 


- 1,050 


Bachelor  Quarters 


Officers 


$1, 860 


$ 1,378-2,916  +$482  to  - 1 , 05t. 


Enlisted 


$800-1 , 736  - $80  to  - 1 , Olt. 


’ OSD-OMB  Military  Housing  Study,  Voll,  Executive  Summary . 0(  t 31 
1975,  p.  13 
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rhe  average  BAQ  figures  from  Table  15  indicate  that  more  senior 
members  (higher  average  BAQ  "forfeited")  are  in  government  family 
quarters  than  are  renting  in  a civilian  community. 

It  is  reasonable  to  assume  that  any  effect  the  quarters  compensation 
would  have  on  the  retention  would  be  limited  to  the  earlier  years  of  service 
prior  to  the  possible  indifference  resulting  from  a greater  disposable 
income  in  the  member's  latter  portion  of  his  career.  Previous  studies  of 
military  personnel  have  shown  that  career- motivated  individuals  are  more 
likely  to  prefer  military  housing  than  non  career  motivated  (Dupuy,  1965. 
'Family  Housing"  1966).  This  study  also  found  that  junior  office rs  and  junior 
enlisted  personnel  cited  family  housing  as  an  important  factor  in  their 
career  decision.  However,  in  a Navy  survey  asking  respondents  to  choose 
the  most  important  change  that  would  .make  a Navy  career  attractive  to 
them,  "improve  barracks  and  government  family  housing"  was  less 
important  than  changes  in  pay,  allowances,  leadership  and  personnel 
policies  (Kaitter,  et  al,  , 1969).  The  DoD  Family  Housing  Preference  Svirv 
found  a slight  positive  correlation  between  the  number  of  times  a family 
lived  in  government  housing  and  the  career  intention  of  the  member;  and  a 
slight  inverse  correlation  between  "preference  for  civilian  community"  and 
career  intention. 

To  further  focus  on  the  effectiveness  of  the  quarters  benefit  as  it 
pertains  to  government  cost  and  government  cost  avoidance,  the  expected 
change  in  reenlistment  of  military  personnel  presently  in  their  initial  term 
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of  service  --  officers  with  under  six  years  of  service  and  enlisted  with 
under  four  years  of  service  --  can  be  analysed.  The  methodology  used 
will  determine  a benefit/cost  ratio  from  a management  point  of  view.  The 
benefit  is  the  cost  avoidance  resulting  from  increased  reenlistment.  The 
cost  is  the  appropriated  funds  spent  on  quarters  (in-kind  and  allowances). 

Benefit  Ratio  _ Replacement  cost  x percent  change  in  reenlictment 

Cost  rate  x population 

Quarters  cost  by  group 

The  percentage  change  in  reenlistment  rate  (^R)  is  determined 
by  multiplying  the  reenlistment  rate  (R)  by  the  elasticity  for  reenlistment  (or) 
and  the  percentage  of  quarters  value  to  the  total  compensation  (/^C). 

^ = R X er  X 

Where: 

AC  = Value  of  quarters  compensation 
Tot  al  compensation 

In  this  model,  the  value  for  those  receiving  BAO  is  the  actual  cash 
received.  The  value  for  married  personnel  in  government  quarters  is  equal  to 
the  subjective  (perceived)  value  of  family  government  housing  from  a survey, 
and  the  value  bachelors  in  bachelor  quarters  is  the  government  cost  of  those 
quarters  since  no  perceived  value  was  available.  The  bachelors  in  quarters 
exclude  those  on  sea  duty,  in  the  field  and  those  on  unaccompanied  overseas 
tours . 

Working  estimates  of  total  military  compensation  have  been  made  by  the 
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ORMC  Staff.  (Details  for  this  and  the  following  numbers  are  contained  in  TAB  G). 
The  total  compensation  for  single  members  in  government  quarters  was  ad- 
justed downward  by  the  difference  between  the  BAO  "forfeited"  and  the 
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government  cost  to  reflect  the  loss  of  potential  compensation.  In  the  same 
manner,  the  total  compensation  for  married  members  in  govern- 
ment quarters  was  adjusted  upward  by  the  difference  between  the  govern- 
ment cost  and  the  BAQ  "forfeited”  to  reflect  the  cost  avoidance  advantage 
provided  by  family  government  quarters. 

This  methodology  has  identified  certain  parameters  that  will  be  used 
in  the  model.  The  matrix  shown  below  lists  the  parameters  and  assigns 
values  that  were  obtained  from  DoD  sources  as  shown  in  TAB  G. 


!•'  irs  t T c‘  rni 


Paraniftcrs 

Officers  Enlisted 

fr$) 

^Single  receivLng  BAQ 

2,310 

13, 427 

(P$ni) 

^Married  receiving  BAQ 

8,  700 

85, 340 

(Pq) 

^Single  reciving  QIK  Ashore 

1 , 046 

88, 4o2 

(Pqtn) 

^Married  receiving  QIK 

4,  437 

17, 127 

(P) 

T otai 

lo, 493 

204, 356 

(Cr) 

Replacement  Costs 

S5o. 200 

$24, 000 

(V$) 

Single  BAQ  Value  (Actual  payments) 

4,  GM 

14.  8M 

(V$ni) 

Married  BAQ  Value  (Actual  paynrents) 

22.  IM 

14  1 . 2M 

(Vq) 

Single  QIK  Value  (Government  cost) 

. 9M 

27.  OM 

(\qm) 

Married  QIK  Value  (perceived) 

12.  9M 

40.  2M 

(V) 

T otal 

40.  5M 

223.  2M 

(er) 

Elasticity  of  R eenlis tnie nt 

1 

2 

(R) 

Reenlistment /continuation  rate 

. 43 

. 37 

{TC$) 

Total  Comp,  for  single  receiving  BAQ 

56.  4M 

loO.  IM 

(TC$iu) 

Total  Comp,  for  married  receiving  BAQ 

226.  3M 

1,  089.  4M 

(TCq) 

Total  Comp,  for  single  receiving  QIK 

23.  3M 

946.  OM 

(TCqni) 

Total  0)mp.  for  married  receiving  QIK 

115.  3M 

24o.  3M 

(TC) 

T otal 

$421. 3 M 

$2,  44  1 . SOM 

6 5 


V irs  t T crni 


Parameters 

Officers 

E nlis  ted 

(C$) 

Single  BAQ  Costs 

4.  6M 

14.  8M 

(C$m) 

Married  BAQ  Costs 

22.  IM 

1 4 1 . 2 M 

(Cq) 

Single  QIK  Costs 

. 9M 

27.  OM 

(Cqm) 

Married  QIK  Costs 

12.  5M 

4b.  2M 

(C) 

T utal 

$229.  2M 

The  total  methodology  expressed  as  a model  is 

X er  X r1  P 


C 

Using  this  model,  the  benefit/cost  ratio  for  first  term  members  are 


Benefit 

Cost 


Cr 


rjl 


T 


TABLE  16 

BENEFIT/COST  RATIO 


¥ 
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Officer 

Enlisted 

Average 

Ratio 

Overall 

Average 

Ratio 

Bachelor 

1.47 

Receiving  BAQ 

Cost 

$4.  6M 

$14.  8M 

- 

- 

Ratio 

.96 

1.48 

1.  36 

- 

Receiving  QIK 

Cost 

.9M 

$27.  OM 

- 

- 

Ratio 

i.  05 

1.57 

1.55 

- 

Family 

1.27 

Receiving  BAQ 

Cost 

$22.  1 

$141. 2M 

- 

- 

Ratio 

1.02 

1.38 

1.33 

- 

Receiving  QIK 

Cost 

$ 12. 5M 

$ 46.  2M 

- 

- 

Ratio 

1.02 

1.  13 

l.il 

- 

Total 

Receiving  BAQ 
Ratio 

1.  01 

1.39 

- 

- 

Receiving  QIK 
Ratio 

1. 02 

1.29 

- 

- 

Average  Ratio 

1.01 

1.36 

- 

- 

1 

i 

i 
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D.  Overall  Average  Ratio 


1.31 


These  ratios  take  into  consideration  the  members'  perceived  value  of 


this  allowance,  the  financial  advantage  of  living  in  government  family 
housing  and  the  financial  disadvantage  of  living  in  bachelor  government 


housing.  They  further  estimate  the  cost  avoidance  resulting  from 


decreased  personnel  replacement  costs  brought  about  by  the  change  in 
reenlistment  rates  associated  with  the  value  of  the  quarters  allowance 


and  in-kind  housing,  based  on  the  elasticity  principle  and  compares  this 


cost  avoidance  with  the  government's  cost  to  provide  this  benefit. 


It  can  be  estimated  from  these  ratios  that  the  effectiveness  of  the  DoD 


dollar  currently  spent  on  quarters  both  in-kind  and  in  cash  is  . 99  as  it 


pertains  to  the  cost  avoidance  from  increased  reenlistment  due  to  the 


quarters  benefit,  for  first  term  personnel.  The  ratios  also  show  that 


given  the  choice,  the  most  effective  manner  of  providing  the  quarters 


benefit  for  bachelors  is  through  providing  QIK,  whereas  the  most 


effective  manner  for  families  is  BAQ.  This  assumes  no  military  require- 


ment to  have  them  on  base.  Also,  DoD  is  spending  their  money  more 


effectively  on  enlisted  than  on  officers. 


A second  approach  to  the  evaluation  of  effectiveness  is  to 


assess  the  attitudes  and  preferences  of  military  personnel  and  their 


spouses  concerning  housing  and  BAQ.  A study  covering  these  areas  was 


conducted  by  the  Navy  Personnel  Research  and  Development  Cimter  in 
November  1975.  ^ The  study  indicated  that  various  relationships  of 
responses  ",  . . suggests  that  living  in  desirable  government  quarters 
contributes  to  career  motivation.  The  study  also  indicated  more  work 


1 Navy  Personnel  Research  and  Development  Center,  San  Diego,  California 
92152,  Report  NPRDC  TR  76-20,  November  1975,  Department  of  Defense 
Family  Housing  Preference  Survey  by  Susan  S.  Stumpt  and  William  F. 
Keeckhaefer,  p.  40-47. 

^ Ibid,  p.  44. 
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was  required  to  confirm  the  inferences  drawn  from  the  survey  findings. 
If  the  study  is  accurate,  then  the  provisions  of  "desirable  government 
quarters"  and  renting  them  at  a subsidized  rate  may  be  a very  cost 
effective  approach. 


¥ 
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PART  II 


BAQ,  Rates  and  Equity  Issues 


I.  Introduction: 

The  question  of  the  adequacy  of  the  current  quarters  allowances  to 
defray  housing  costs  has  become  of  increasing  concern  to  military  mem- 
bers as  the  cost  of  housing  has  grown  further  away  from  BAQ  rates. 

Since  the  allowance  is  called  a basic  allowance  for  quarters,  nearly  all 
members  expect  the  allowance  to  adequately  cover  all  of  their  housing 
costs.  The  increase  in  utility  costs  associated  with  housing,  the  inflated 
value  of  housing,  and  high  interest  rates  have  all  tended  to  provide  ser- 
vice members  who  occupy  government  married  quarters  and  to  a lesser 
extent  some  bachelor  quarters  an  increased  economic  advantage  over 
the  members  who  do  not  reside  in  government  quarters  and  instead 
receive  a basic  allowance  for  quarters.  Utility  costs  alone  have  increased 
34  percent  from  October  1973  to  October  1975.  ^ Government  utility  costs 
for  military  family  housing  worldwide  have  increased  50  percent  from 
1970  to  1974.  ^ Currently,  47  percent  of  all  military  members  receive 
a cash  BAQ  in  lieu  of  QIK.  This  group  includes  66  percent  of  all  officers 
and  44  percent  of  all  enlisted  members. 

^ Fuels  and  Utilities  Component  of  CPI,  Series  C-8,  BLS 
2 osD-OMB  Military  Housing  Study  (Draft).  October  31,  1975,  Vol  II, 
p.  223 


o Rates  for  members  married  to  each  other 
o BAQ  rates  for  terminal  leave  payments 
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II.  What  Should  the  BAQ  Rate  Be? 

The  history  of  BAQ  rates  and  rate  setting  methods  indicates  that  a 
variety  of  policies  and  approaches  have  prevailed  over  the  years.  With 
the  enactment  of  Public  Law  67-235  in  1922,  a major  change  in  the  method 
of  paying  for  quarters  took  place.  This  law  substituted  a rental  allowance 
for  the  previous  commutation  system.  The  rental  allowance  per  room  was 
to  be  set  by  the  President.  Officer  and  enlisted  personnel  were  both 
entitled  to  an  allowance  although  the  rates  varied  by  grade.  Officer 


i 
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allowances  depended  on  rank  and  dependency  status  while  all  enlisted 
ranks  received  the  same  monthly  rate.  The  rates  were  approximately 
equal  to  the  then  current  civilian  costs  for  housing,  which  had  been 
determined  by  a special  study  that  supported  the  legislation.  Changes 
were  made  in  1942  and  in  1949  which  changed  both  the  BAQ  amounts 
eind  the  groups  of  individuals  entitled  to  these  amounts. 

Adjustments  took  place  over  the  following  years  which  further 
changed  the  groups  of  individuals  entitled  to  BAQ, and  provided  some 
small  increases  in  the  BAQ  rates.  In  1952,  the  BAQ  was  raised  14 
percent  by  Public  Law  82-346  to  reflect  changes  in  cost  of  living  since 
the  1949  adjustment.  Public  Law  90-207,  enacted  on  16  December  1967, 
increased  allowances  for  enlisted  personnel  in  pay  grades  E- 1 through 
E-4  (four  years  or  less  service)  and  modified  the  military  pay  adjust- 
ment mechanism.  This  major  change  in  pay  adjustment  methodology 
resulted  in  military  compensation  being  adjusted  each  time  the  Federal 
Civil  Service  General  Schedule  pay  was  adjusted.  It  was  also  the  first 
time  that  Congress  took  an  action  under  which  the  BAQ  was  not  related, 
in  some  way,  to  civilian  housing  costs.  The  total  monetary  adjustment, 
although  calculated  on  basic  pay  plus  BAQ  and  BAS  and  the  tax  advantage , 
was  placed  in  basic  pay.  Thus,  the  BAQ  itself  was  not  changed  in  1967 
nor  in  the  next  three  pay  raises  (1968,  1969,  and  1970). 
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In  1971,  Public  Law  92-129  set  the  BAQ  rates  to  equal  85  percent  of 

the  Federal  Housing  Authority  (FHA)  standard  housing  costs  for  comparable 
income  groups.  This  action  reconfirmed  that  the  underlying  purpose  of 
the  allowance  was  to  approximate  housing  expense  in  the  private  market. 
The  85  percent  rate  was  a compromise  between  the  House  Bill  which  would 
have  established  the  rate  at  100  percent  of  the  FHA  standard  and  the  Senate 
Bill  which  did  not  recommend  an  increase  in  the  BAQ  rates.  ^ Although  an 
argument  can  be  made  that  the  FHA  is  a poor  measure  of  private  sector 
cost  in  that  it  only  covers  purchased  housing  and  has  a fairly  low  ceiling 
on  the  allowable  cost,  it  does  represent  a readily  available  and  widely 
used  method  of  estimating  private  sector  cost.  With  the  exception  of  this 
single  adjustment,  the  provisions  of  the  1967  law  continued  in  effect,  and 
pay  raises  granted  in  1972  and  1973,  based  in  part  on  BAQ  as  described, 
were  incorporated  into  basic  pay  with  no  change  in  the  BAQ  rate. 


The  pay  adjustment  mechanism  was  modified  by  enactment  of  Public 
Law  93  -419  on  19  September  1974.  As  a result  of  this  legislation  and 

' 3 

beginning  with  the  1 October  1974  adjustment,  BAQ,  subsistence,  and  basic 

pay  rates  are  adjusted  each  time  the  General  Schedule  Civil  Service  pay  j 

is  adjusted  and  by  the  average  of  the  percentage  increases  in  the  General  I 

Schedule.  The  changes  and  rates  in  effect  during  each  period  are 

summarized  at  Tab  B.  The  current  BAQ  rates  are  included  at  Tab  C.  i 

The  impact  of  the  two  pay  increase  laws  leaves  some  doubt  as  to  the  intent  ' j 

of  Congress  in  establishing  the  BAQ  rates  and  the  adequacy  of  the  current  | 

^ House  of  Representatives  Report  #92-433,  July  30,  1971,  Extension  and 
Revision  of  the  Draft  Act  and  Related  Laws,  p,  23 
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rates  to  offset  housing  costs.  The  BAQ  adjustment  made  in  1971  but  still 
v.ichin  the  context  of  the  RMC  adjustment  formulas,  suggests  that  these 
formulas  were  not  intended  to  sever  the  relationship  between  BAQ  and  the 
cost  of  quarters  in  the  private  sector.  Recognizing  the  uncertainty, 
several  alternative  approaches  may  be  taken  to  evaluate  what  the  proper 
BAQ  rates  should  be. 

The  first  alternative  is  to  accept  the  current  rates  as  providing  the 
level  of  housing  related  compensation  deemed  appropriate  by  the  Congress. 
This  alternative  is  based  on  an  assumption  that  since  the  Congress 
accepted  the  rates  in  effect  in  1974  as  the  base  for  future  adjustments; 
the  BAQ  rate  was  at  a level  that  the  Congress  considered  appropriate. 

A second  alternative  reaches  the  same  conclusion,  but  by  a longer 
chain  of  logic.  It  assumes  that  the  adjustment  made  in  1971,  which 

brought  the  BAQ  rate  to  an  amount  equal  to  85  percent  of  the  FHA  standard, 
was  considered  an  appropriate  level.  If  raises  that  occurred  subsequent 
to  November  1971  had  been  applied  in  accordance  with  the  1974  law, 
instead  of  being  placed  into  basic  pay,  the  BAQ  rate  would  have  been 
increased  by  22.6  percent  including  the  1974  raise  or  28.4  percent 
including  the  1975  raise  (see  TAB  H for  detail).  During  the  period  from 
1971  to  1974,  the  housing  cost  index  increased  from  125.  5 to  154.  9,  a 
23.  4 percent  increase.  ^ Thus,  if  a different  procedure  had  been  followed, 
the  BAQ  rate  in  1974  would  have  been  at  approximately  the  same  level 
relative  to  the  FHA  standard  as  the  relationship  established  in  1971.  The 
only  difference  being  that  some  of  the  BAQ  dollars  are  now  included  in 
basic  pay. 

* Consumer  Price  Index  (CPI)  Detailed  Report  BS,  Bureau  of  Labor  for 
September  1974  (January  1975)  and  September  1971  (December  1971) 


A oersuasive  counter  argument  has  been  made  to  this  second  alternative. 
This  arRument  Is  based  on  the  premise  that  all  pay  raises  placed  in 
basic  pay  were  intended  as  basic  pay  adjustments  and  should  not  be  consid- 
ered as  an  offset  to  BAQ.  This  line  of  reasoning  concludes  that  since  there 
were  only  two  increases  (the  5.  52  percent  adjustment  in  1974  and  the  5.0 
percent  in  1975)  to  BAQ  since  the  major  adjustment  in  1971,  there  currently 
is  a requirement  for  a significant  BAQ  rate  adjustment  to  bring  BAQ  into 
line  with  current  costs.  It  is  reinforced  by  the  fact  that  the  Senate  Appro- 
priations Committee  in  the  1976  budget  hearings  asked  that  the  DoD  report 

on  the  adequacy  of  the  allowances  to  meet  the  cost  of  items  they  are  intended 
1 

to  procure. 

A third  alternative  is  to  have  the  BAQ  rate  bear  a relationship  to  the 
cost  of  obtaining  other  than  government  quarters.  The  ability  of  a member 
to  obtain  quarters  on  the  installation  is  normally  a matter  of  fortuitous  cir- 
cumstances, with  the  exception  of  lower  grade  officer  and  enlisted  member.^ 
without  dependents.  Quarters  on  the  installation,  except  those  reserved 
for  essential  personnel  such  as  unit  commanders  or  doctors,  so-called 
"billet  quarters",  are  normally  assigned  on  a "first-come  first-served" 
basis.  Therefore,  time  of  arrival  at  the  base  is  a major  deciding  factor 
in  obtaining  quarters.  There  are  not  enough  government  quarters,  particu- 
larly family  quarters,  to  accommodate  all  currently  eligible  members.  Nor 
would  there  be  enough  for  all  members  with  dependents  if  the  entitlement 
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were  extended  to  include  the  members  in  grades  E- 1 through  E-4  (with 
less  than  four  years'  service)  who  are  not  presently  eligible  for  family 
quarters.  Currently,  approximately  47  percent  of  the  total  force  must 
obtain  non- government  quarters. 

The  cost  of  quarters  off  the  installation,  at  all  installations  in  the 
contiguous  48  states,  exceeds  BAQ  on  the  average,  by  approximately  47 
percent.  ^ The  result  is  an  additional  expense  to  the  service  members  who 
must  obtain  other  than  government  quarters.  The  additional  expense  varies 
depending  on  the  member's  location.  For  the  member  stationed  overseas, 
including  Alaska  and  Hawaii,  the  additional  expense  is  minimized  by  a 
station  nousing  allowance  (HA),  This  HA  makes  up  the  difference  between 
the  weighted  average  of  the  BAQ  received  by  the  members  and  the  weighted 
average  of  the  actual  rental  costs  being  experienced  by  the  members  stationed 
in  the  area.  There  is  no  such  allowance  in  the  United  States.  However,  a 
small  fraction  of  the  force  has  special  arrangements  made  for  it  in  exceptional 
circumstances.  For  example,  for  recruiters  stationed  in  extremely  high 
cost  areas,  such  as  New  York  City,  the  government  leases  quarters  and 
provides  them  to  the  member.  In  these  cases,  the  service  member  forfeits 
BAQ  just  as  he  would  if  he  lived  in  government  quarters  regardless  of  the 
government  cost.  For  all  other  members  who  are  not  provided  government 
quarters  and  thus  must  obtain  private  quarters.  There  is  an  additional 
expense  which  must  be  covered  out  of  basic  pay  or  other  income  when  the 


1 Tabulation  of  Family  Housing  Survey,  Department  of  the  Navy  (DD-1377) 
See  also  the  QRMC  Staff  paper  on  variable  housing  allowance. 


price  they  must  pay  for  rent  and  utilities  exceeds  the  BAQ.  The  Navy 


Facilities  Command  survey  indicates  that  the  weighted  average  of  rent 


and  utility  costs  near  all  installations  in  the  contiguous  United  States 


exceed  the  weighted  average  BAQ  for  members  who  must  obtain  those 


type  quarters. 

This  third  alternative  minimizes  the  impact  on  the  member  of  lack  of 


on  post  quarters  by  setting  the  BAQ  rate  such  that  it  covered  the  rental 
cost  of  the  private  sector  quarters.  Based  on  a tabulation  of  the  referenced 
survey  this  alternative  would  cost  approximately  47  percent,  or  $600  million 
more  than  present  BAQ.  Rental  rather  than  purchased  housing  cost  may  be 


viewed  as  the  more  appropriate  measure  of  cost,  since  those  in  government 


It  also  would  avoid  the  need  to  deal  with 


the  effect  of  tax  advantage  and  potential  appreciation  of  the  investment  in 


housing.  In  this  regard,  the  relative  inability  of  military  personnel  to 


participate  in  the  housing  market  is  described  in  the  QRMC  Staff  Research 


are  discussed  in  a later  section  of  this  paper 


A fourth  alternative  is  to  set  the  BAQ  rate  equal  to  the  government 


cost  of  providing  quarters  for  the  member  or  the  member  and  his  dependents 


This  alternative  would  sever  any  relationship  that  BAQ  bears  to  the  cost  of 


obtaining  housing  in  the  private  sector.  It  also  eliminates  the  possibility 


of  having  the  BAQ  rate  driven  up  by  the  members  obtaining  more  expensive 


A persuasive  case  can  be  made  for  considering  purchase  as  weii  as  rental 
costs  because  the  lack  of  suitable  rentals  at  some  installations  leaves  some 
m.embers  the  options  of  purchase  or  an  unaccompanied  tour.  This  issue 
will  be  addressed  in  some  detail  in  a forthcoming  QRMC  Staff  Research 
Paper  on  Variable  Housing  Allowances. 
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housing  might  be  necessary.  ^ It  allo^^s  the  government  to  recover 
its  cost  of  providing  quarters  while  recognizing  the  difference  between 
members  with  and  without  dependents.  The  cost  of  this  Alternative  would 
be  approximately  50  percent,  or  $860  million  more  than  present  BAQ 
expenditures,  assuming  no  change  in  on-post  residency. 

The  variety  of  past  BAQ  approaches  and  the  legislative  history  does  not 
provide  a clear-cut  indication  of  the  appropriate  rate.  The  issue  revolves 
around  whether  the  BAQ  should  completely  cover  the  cost  of  obtaining 
quarters  equivalent  in  size  and  amenities^to  include  utilities  less 
telephone,  in  off-post  quarters. 

The  alternatives  are: 

A.  Make  no  change  in  the  current  rates  except  to  continue  the  existing 
adjustment  mechanism  which  is  based  on  Federal  General  Schedule 
adjustments.  There  would  be  no  cost  change  as  a result  of  this. 

B.  Set  BAQ  at  85  percent  of  the  FHA  standard  which  had  been  set  in 

1971  for  each  pay  grade.  This  alternative  would  cost  approximately  24  percent 
or  $425  million  more  than  present  BAQ  expenditures,  assuming  no  change 
in  on-post  residency. 

C.  Set  BAQ,  on  the  average  for  each  pay  grade,  to  fully  cover 
off-post  housing  costs.  This  alternative  would  cost  approximately 

47  percent,  or  $600  million  more,  than  present  BAQ  expenditures  if  there 

were  no  change  in  on-post  residency. 

1 In  this  regard  however,  it  should  be  noted  that  the  administration  of  the 
overseas  station  housing  allowance  has  produced  no  identifiable  tendency 
to  have  HA  rates  driven  up  by  member  rental  behavior  (Telephone 
interview,  DOD  Per  Diem  Travel  and  Transportation  Allowance  Committee 

25  July  1976. 
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D,  Set  BAQ  for  each  pay  grade^on  the  average^to  meet  the  full  DoD 
cost  of  providing  QIK.  This  alternative  would  cost  approximately  50  percent 
or  $860  million  more  than  present  BAQ  expenditures,  assuming  no  change 
in  on-post  residency. 

For  planning  purposes,  it  is  recommended  that  alternative  C, 

off-post  housing  cost  coverage,  be  adopted  as  the  appropriate  BAQ  rate. 

Methods  of  funding  the  cost  can  then  be  decided  during  the  review  of  the  | 

compensation  mix  and  compensation  comparison  issue. 

III.  Should  the  BAQ  Rates  Vary  by  Grade? 

I 

r 

The  history  of  BAQ  shows  that  the  rate  has  generally  varied  by  grade, 
with  some  exceptions  for  general  officers  and  certain  enlisted  personnel. 

Public  Law  67-235,  enacted  on  10  June  1922,  established  a system  that 
provided  a flat  rate  for  enlisted  personnel  and  a rate  that  varied  by  rank 
and  dependency  status  for  officers  to  be  paid  when  QIK  was  not  provided. 


In  1942,  Public  Law  77-607  extended  the  rank  and  dependency  differential 
to  include  the  top  three  enlisted  grades.  In  1949,  Public  Law  81-351 
included  all  enlisted  except  E-4  (under  seven  years'  service)  and  lower  in 
the  rank/dependency 'system.  In  1950,  Public  Law  81-771  generally 
extended  the  rank /dependency  system  to  all  personnel.  Various  other 


changes  were  made  in  1958,  1962,  1967,  and  1971  to  cover  new  grades  and 
adjust  rates  upward.  A detailed  tabulation  of  the  BAQ  rates,  by  rank  and 
dependency  status,  is  attached  at  Tab  B.  Current  rates  are  shown  in  Tab  C. 


There  are  two  exceptions  to  the  rank/dependency  status  pattern,  P'or 


- 1 

officers  0-7  through  0-10  and  enlisted  grades  E- I through  E-3,  BAQ  rates 
are  based  on  dependency  status  only.  All  general  officers  receive  $255,  30 
per  month  without  dependents  ^t^d  $319.20  with  dependents,  E- 1 to  E-3, 
inclusive,  with  dependents  receive  the  same  BAQ  rate  of  $116,  10.  There 
is  a difference  in  the  without  dependents  rate  for  E- 1 through  E-3  which 
does  vary  by  rank.  The  failure  to  provide  differences  in  rates  for  these 
grades  appears  neither  equitable  for  these  members  in  comparison  to 
other  member  groups,  nor  consistent  with  the  scaling  of  BAO  to  rank. 

The  appropriateness  of  a BAQ  rate  which  increases  with  grade  has 
been  recognized  by  various  compensation  studies  including  the  Hook  Com- 
\ mission  in  1948.  ^ The  necessary  differences  in  rates  have  been  attributed 

to  the  need  to  recognize  the  difference  in  the  standard  living  at  different 
income  levels. 

Throughout  western  culture,  it  is  generally  accepted  that  as  income  in 

I 

creases,  the  standard  of  living  as  displayed  in  the  size  and/or  quality  of 
housing  also  increases.  An  argument  can  also  be  made  that  to  be  con- 
sistent with  societal  norms^  a member's  living  standard  should  increase 
with  grade  since  increases  in  grade  reflect  increases  in  res  pons  iijility  and 
status.  This  is  reflected  in  salary  ind  wage  scales  in  the  private  sector. 

1 Career  Compensation  for  the  Uniformed  t'orces,  a report  and  recom- 
' mendation  for  the  Secretary  of  Defense  by  the  Advisory  Commission  on 

‘ Service  Pay,  December  1948. 

1 2 See  the  discussion  of  the  subjective  value  of  quarters  on  pp.4b-48. 
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The  correlation  betv-een  salary/'wage  levels  and  housing  value  suggest 
that  under  a pay  and  allowance  system  the  quality  of  housing  should 
increase  with  rank,  and  the  BAQ  should  increase  in  a similar  manner. 

It  can  be  concluded  from  the  preceding  discussion  that  increases  in 
the  BAO,  concurrent  with  rank,  have  generally  been  accepted  as  proper 
in  various  studies  and  in  legislation  and  would  match  the  expected  occur- 
ences in  the  private  sector. 

Therefore,  it  is  recommended  that 

A.  Under  a pay  and  allowance  system: 

1.  The  BAQ  rate  continue  to  increase  with  increases  in  rank. 

2.  The  BAO  rates  for  general  officers  and  E-1  through  E-3  (with 
dependent)  rates  should  be  adjusted  to  reflect  differences  in  grade. 


B.  Under  a salary  system, the  differential  in  rank  be  recognized 
and  included  in  the  salary  system. 
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IV,  Alternative  Methods  of  Adjusting  BAQ  Rates. 

Changes  to  the  current  system  of  paying  the  basic  allowance  for 
quarters  require  decisions  on  how  adjustments  to  the  rates  should  be 
made.  The  adjustment  mechanism  will  be  different  under  a pay  and 
allowance  system  and  a salary  system. 

A decision  under  a pay  and  allowance  system,  to  retain  the  present 
system  of  BAQ  payments  would  impose  no  additional  cost  upon  the  govern- 
ment and  would  retain  the  quarters  benefit  to  service  members  unchanged. 
Alternatives  based  on  the  concept  that  the  BAQ  rate  should  bear  a direct 
relationship  to  the  cost  of  obtaining  housing  off  the  installation  will  increase 
the  cost  to  the  government  and  increase  the  compensation  value  to  the  service 
member.  These  alternatives  would  include  setting  the  BAQ  rate  at  some 
percentage  up  to  aad  including  100  percent  of  the  average  rental,  utility, 
and  furniture  expenses  paid  by  each  grade  as  determined  by  surveys,  such 
as  the  internal  survey  conducted  by  the  Naval  Facilities  Command, 

Based  on  the  estimate  that  the  current  rental  and  utility  costs  of  comparable 
housing  in  the  private  sector  exceed  the  BAQ,  the  requirement  to  increase 
the  current  BAQ  could  amount  to  a 47  percent  or  greater  increase  in  BAQ 
and  cost  approximately  $600  million. 


1 Dept,  of  the  Navy,  Naval  Material  Command,  DD-1377,  Tabulation  of 
Family  Housing  Survey,  January  31,  1974. 
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There  are  three  methods  of  funding  an  increase  in  BAQ.  These  are; 

(a)  a one-time  adjustment  of  the  rates  to  bring  them  to  the  desired  rates; 

(b)  phasing  the  increase  over  a period  of  time  by  means  of  incremental 
increases  or  by  placing  a disproportionate  share  of  future  pay  adjustments 
entirely  into  BAQ  until"parity 'is  attained;  or  (c)  by  evaluating  the  total 
package  of  current  base  pay  and  allowances  in  comparison  to  other  sectors 
of  the  economy  and  redistributing  the  funds  between  the  three  elements  of 
basic  pay  and  the  quarters  and  subsistence  allowances  to  the  extent  that 

adjustments  are  required. 

Under  a salary  system,  there  are  essentially  three  alternatives  for 
attaining  parity  with  housing  costs.  These  are:  (a)  convert  the  existing 
BAQ  allowances  to  a salary  using  the  existing  rates,  (b)  adjust  the  BAQ 
rates  by  one  of  the  means  discussed  above  and  then  convert  into  a salary, 
or  (c)  after  making  comparisons  to  other  sectors  of  the  government  and/or 
the  private  economy  for  equivalent  work,  set  a salary  for  each  grade  with- 
out consideration  of  what  proportion  of  the  conversion  is  related  to  what 
quarters  or  subsistence  allowances  "should  have  been.  " 

It  is  recommended  that: 

a.  Under  a pay  and  allowance  system,  total  funds  in  the  Military 
Equivalent  Salary  established  for  each  grade  based  on  the  adopted  pay 
standard  be  distributed  among  the  elements  of  the  MES  to  appropriately 


set  the  two  allowances. 
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b,  I'nder  a salary  system,  disregard  the  HAQ  as  a t onceiJt  and 
set  a salary  for  each  grade  based  on  the  pay  standard  selected. 

V . Equity  Issues  in  Current  BAQ  Policies. 


A.  Difference  in  the  BAQ  Rates  for  Members  With  and  Without 
Dependents . 

Currently  and  historically,  the  BAQ  entitlement  has  been  based  on 
dependency  status  as  well  as  grade.  The  member  with  dependents 
receives  a higher  rate.  The  current  law,  37  U.S.C.  403,  entitles  a 
member  to  a basic  allowance  for  quarters,  but  not  to  the  quarters. 
Earlier  studies,  such  as  the  Hook  Commission  in  1948,  indicated  that  the 
government  has  an  obligation  to  provide  adequate  quarters  to  the  service 
member.  ^ In  order  to  be  adequate,  quarters  had  to  be  adequate  for  both 
the  member  and  his  dependents.  Since  adequate  accommodations  for  a 
single  member  without  dependents  do  not  necessarily  need  to  be  as  large 
as  for  a member  with  dependents  and  since  smaller  quarters  cost  less, 
the  BAG  rate  for  a single  member  normally  would  be  lower  than  the  rate 
for  the  member  with  dependents. 


The  difference  in  the  BAQ  rates  for  member  with  and  without  depen- 
dents became  more  pronounced  after  1948.  Although  prior  to  that  time. 


1 Career  Compensation  for  the  Uniformed  Forces,  a report  and  recommendation 
for  the  Secretary  of  Defense  by  the  Advisory  Commission  on  Service  Pay, 
December  1948,  p.  12. 
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officers  with  dependents  received  a greater  BAQ  allowance  than  officers 
without  dependents,  enlisted  personnel  regardless  of  grade  or  dependency 
status  received  the  same  rate.  In  1948,  the  Hook  Commission  recommended 
dispensing  with  the  . . practice  of  providing  an  identical  allowance  fo^  quar- 
ters to  all  enlisted  personnel,  irrespective  of  family  status.”^  The  Act  of 
12  October  1949,  Public  Law  81-351,  implemented  this  recommendation 
and  placed  enlisted  members  on  the  same  basis  as  officers. 


Service  members  with  dependents  currently  receive  a higher  BAO 
rate  than  those  without  dependents.  The.  equity  issue  is  whether  the  rates 
should  be  equal. 

Thf  rTrrr.fnt  practice  of  paying  a higher  BAO  rate  to  the  member  with 
dependents  was  first  established  for  officers  with  the  enactment  of  the  1922 
Pay  Act  (P.  L.  67-235).  The  Congressional  hearings  for  the  act  established 
that  an  officer  was  entitled  to  some  extra  compensation  to  enable  him  to  care 

for  his  family  because  the  conditions  under  which  the  officer  lived  were 

2 

entirely  different  from  those  existing  in  the  civil  sector.  Although  this 
portion  of  the  1922  Act  only  applied  to  officers,  the  same  reasoning  was  used 
by  Congress  in  establishing  quarters  allowances  for  enlisted  personnel  in 
1940.^  Thus,  the  practice  of  paying  members  having  dependents  a higher 

1 Ibid.  p.  13. 

2 Career  Compensation  for  the  Armed  Forces,  Appendix,  December  1948, 
p.  14. 

3 Public  Law  76-872,  Chapter  880,  October  17,  1940. 
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BAQ  than  those  members  not  having  dependents  was  established  for  both 
officer  and  enlisted  members. 

The  payment  of  an  increased  allowance  to  service  members  with 
dependents  recognizes  the  increased  expenses  the  service  member  is 
likely  to  incur  due  to  having  dependents.  However,  if  RMC  is  treated  as 
pay  for  service  rendered,  the  differential  allowance  violates  the  principle 
of  equal  pay  for  equal  work.  Thus,  members  in  the  same  pay  grade  per- 
forming the  same  work  at  the  same  place  receive  different  amounts  of  pay 
as  a result  of  their  dependency  status.  For  example: 


TABLE  17 

Comparison  of  Monthly  Pay  for  E-5  Under  6 Years'  Service 


Pay 

Element 

With 

Dependents! 

Without 
Dependents ! 

Without  Dependents 
Occupying  QIK^ 

Basic  Pay 

$573. 90 

$573. 90 

$573. 90 

Basic  Allowance 
for  Quarters 

153. 60 

102.60 

24.  30 

Basic  Allowance 
for  Subsistence 

75.90 

75.90 

75.  90 

Total 

$803.40 

$752. 40 

$674. 10 

The  member  with  dependents  receives  $51  more  cash  pay 
per  month  than  the  member  without  dependents  when  both  are  receiving 
^ October  1975  Pay  Rates 

^ QIK  values  were  developed  in  Part  I,  Section  VII,  p.  45 
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cash  allowances  even  though  both  are  the  same  grade  and  are  performing 
the  same  level  of  work.  If  the  member  without  dependents  is  occupying 
QIK,  the  differential  is  even  more  significant,  amounting  to  the  equivalent 
of  approximately  $1Z9.30.  There  are  alternatives  which  could  be  consid- 
ered if  the  pay  and  allowances  system  were  to  be  changed  to  treat  RMC, 
rather  than  basic  pay,  as  the  equal  pay  for  equal  work  element. 

One  alternative  is  to  set  a single  rate  of  BAQ  for  each  grade.  Under 
these  conditions,  all  members  of  the  same  grade  doing  the  same  work 
would  receive  the  same  BAQ  regardless  of  dependency  status.  A decision 
would  also  be  required  as  to  the  rate  to  be  adopted.  Three  rate  bases 
exist:  the  current  rate  for  service  members  with  dependents,  the 

current  rate  for  members  without  dependents,  or  a third  rate  which  is 
independent  of  existing  rates,  and  presumably  between  these  bounds. 

The  adequacy  of  the  rates  to  offset  the  cost  of  quarters  is  a separate 
aspect  of  the  issue  and  was  previously  described. 

This  force  structure^  can  be  broken  down  into  four  subgroupings 
for  analysis  of  the  rate  bases: 


Personnel  Receiving 

Dependent 

With 

s 

W ithout 

Total 

BAO 

878, 930 

114,863 

993, 793 

QIK 

310, 399 

801, 328 

1,  1 1 1, 727 

Total 

1, 189,329 

916, 191 

2,  105, 520 

1 The  76-2  Force  Structure  from  the  President's  Budget 
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The  first  base  paying  BAQ  at  the  with  dependent  rate,  would  affect 
the  smallest  number  of  personnel  (114,863)  and  raise  the  amount  of 
BAQ  paid.  It  would  cost  approximately  $62  million,  assuming 
tha  the  number  occuping  government  quarters  does  not  change  (detail 
in  Tab  I). 

The  second  base  paying  BAQ  at  the  without  dependents  rate, 
would  affect  approximately  eight  times  the  number  of  personnel 
affected  by  the  previous  base  and  reduce  the  amount  of  BAQ  paid. 

The  estimated  cost  savings  to  the  government  would  be  $514  million 
(detail  in  Tab  J). 

The  third  base  would  be  to  set  a standard  rate  independent  of 
the  existing  rates.  The  impact  on  government  costs  would  be  determined 
by  the  rate  established.  It  could  be  set  in  such  a way  that  total  BAQ  costs 
would  be  the  same  as  they  are  currently.  It  could  also  be  set  to  approxi- 
mate the  average  cost  of  obtaining  housing  and  utilities  for  off- 
installation  quarters  or  to  cover  DoD  costs  of  providing  housing.  Based 
on  available  data,  as  previously  discussed,  a rate  based  on  the  cost  of 
housing  married  members  with  dependents  would  exceed  the  current  BAQ 
rate  at  all  grades. 

It  is  recommended  that  changes  in  rates  for  members  with  and  without 
dependents  be  considered  during  review  of  the  compensation  mix  issue. 


1 


1 
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B.  Quarters  Charges  for  Members  at  Sea  and  in  the  Field. 

Sea  duty  involves  periods  of  separation  both  at  sea  and  in  homeport. 

It  imposes  extremely  limited  personal  mobility,  living  and  working  under 
cramped  and  confined  conditions,  comparatively  intense  fatigue  from 
greatly  extended  working  hours  and  exposure  to  the  elements  without  the 
stablity  or  safety  of  land.  Sea  duty  involves  regular  and  repetitive 
operations  involving  from  25  to  60  percent  of  the  time  at  sea  in  all  weather 
and  in  all  climates.  These  operations  are  training  operations  to  maintain 
combat  readiness,  operations  to  maintain  forces  at  strategically  and 
tactically  required  locations,  and  fleet  operations  required  to  perform 
naval  functional  missions. 

There  are  additional  elements:  austere  working  and  living  spaces, 
constant  duty  status,  near  total  lack  of  privacy,  inability  to  escape  the 
work  environment,  even  when  "off  duty"  compounded  by  the  over-riding 
effects  on  the  human  of  the  ocean  environment  over  time,  which  place 
sea  duty  in  a category  by  itself. 

Military  personnel  also  serve  in  the  field  to  conduct  operations 
for  training  and  for  combat.  They  must  be  there  24  hours  a day  and 
are  subject  to  call  to  duty  throughout  the  period.  They  occupy  field 
quarters  and  subsist  on  field  rations.  This  duty  is  common  to  military 
service,  but  there  are  few  comparable  situations  in  the  non-military 

i 
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sector.  When  such  conditions  exist  in  the  U.S.  economy,  employees 
normally  receive  exceptional  compensation.  For  example,  Merchant 
Mariners  are  not  charged  for  quarters  provided  on  board  ship,  the 
quarters  being  provided  as  part  of  the  working  environment. 

Members  without  dependents  who  are  assigned  to  sea  duty  are  quar- 
tered in  ships,  and  are  not  provided  either  housing  or  BAQ.  When  members 
without  dependents  are  ordered  on  extended  field  duty  they  are  likewise 
quartered  on  the  job.  ^ This  is  widely  viewed  to  be  inequitable  since 
whatever  degree  of  shelter  is  provided,  it  does  not  meet  either  military 
quarters  standards  or  the  normal  societal  standards.  Members  with 
dependents  are  authorized  quarters  or  BAQ  based  on  the  availability 
and  usage  of  quarters  ashore;  the  type  of  duty  assignment,  sea  or  shore, 
field  or  garrison,  is  not  a factor.^ 


It  is  concluded  that  none  of  the  military  members  should  be  charged 
for  shelter  while  on  sea  duty  or  under  carefully  defined  extended  field 
duty  situations.  The  United  Kingdom,  which  has  established  a military 
salary  system,  charges  rent  for  government  quarters.  However, 
quarters  are  provided  without  charge  for  members  on  sea  duty  or  on 


1 See  10  U.S.C.  403C  at  Tab  A.  Duty  for  a period  of  less  than  three  months 
is  not  considered  to  be  sea  or  field  duty. 

2 When  members  with  dependents  on  field  duty  must  procure  quarters  at  their 
own  expense,  they  are  authorized  the  family  separation  allowance,  FSA-1, 
which  is  set  equal  to  BAQ  at  the  without  dependents  rate. 
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field  duty  under  carefully  specified  conditions.  The  equity  aspect  cf  ^ 

quarters  on  sea  and  field  duty  are  thus  eliminated. 

C.  Quarters  Charge  for  Members  Serving  in  Overseas  Locations 
Where  Dependents  Are  Not  Authorized. 

I 

Military  personnel,  in  carrying  out  national  policy,  are  often 
required  to  serve  at  locations  outside  of  the  continental  United  States 

(CONUS).  These  locations  generally  fall  into  two  categories:  (1)  those  ^ 

where  dependents  are  authorized,  and  (2)  those  where  they  are  not 

authorized. 

In  the  first  category,  the  housing  situation  for  all  personnel,  i 

while  similar  to  that  found  in  CONUS,  often  has  some  significant  differences. 

A station  housing  allowance  makes  up  the  difference  between  the  weighted 
average  of  the  BAQ  received  by  the  members  and  the  weighted  average  of 
actual  rental  costs  paid  by  the  members  for  off-installation  housing. 

Therefore,  members,  on  the  average,  pay  essentially  the  same  amount 
for  housing  whether  they  occupy  government  quarters  or  quarters  on  the 
local  economy. 

In  areas  where  dependents  are  not  authorized,  so-called  "short- 
tour”  areas,  ^ all  personnel  are  generally  provided  government  accommo- 
dations. When  quarters  are  not  available,  the  Family  Separation  Allowance 
Type  I,  which  is  equal  to  BAQ  at  the  without  dependents  rate,  is  paid 
to  members  with  dependents.  Members  without  dependents  do  not  receive 
BAQ  while  occupying  government  quarters  in  short  tour  areas.  Mem- 


bers with  dependents  continue  to  receive  a BAQ  at  the  wdth  dependents 
^ Locations  are  listed  in  Tab  M. 
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rate,  if  their  dependents  are  not  occupying  government  quarters  at  some 
1 

other  location.  A rationale  for  this  policy  is  that  a member  with 
dependents,  while  on  duty  at  a remote  location,  is  required  to  maintain 
a residence  for  his  family,  whereas  the  member  without  dependents  does 
not  need  to  provide  for  a separate  residence.  The  effect  of  this  policy 
is  that  some  members  "forfeit"  their  BAQ  while  others,  on  the  same 
duty  receive  the  same  quarters  without  "charge".  If  RMC  rather  than 
basic  pay  is  regarded  as  the  equal  pay  for  t'qual  work  element,  then  the 
member  with  dependents  is  given  preferentially  high  pay. 

There  are  tw'o  alternatives  in  addition  to  the  current  system.  One 
would  be  to  treat  areas  where  dependents  are  not  authorized  in  the  same 
manner  as  sea  or  field  duty  and  apply  the  same  rules  as  are  applied  to 
sea  or  field  duty.  The  other  would  be  to  treat  short-tour  areas  as 
"bachelor  duty". 

The  "field  duty"  approach  would  assign  no  compensation  value  to  the 
quarters.  Members  who  currently  have  the  value  of  the  quarters 

^This  is  the  case  in  both  CONUS  and  in  overseas  locations  wliere  depen- 
dents are  authorized.  If  a member  with  dependents  is  not  accompanied 
by  the  dependents  and  if  the  dependents  do  not  reside  in  government 
quarters  at  some  other  location,  the  member  continues  to  be  entitled  to 
BAQ  at  the  with  dependents  rate  even  though  he  himself  is  occupying 
government  quarters.  However,  unlike  overseas  short-tour  areas, 
the  member  is  not  entitled  to  FSA  Type  I when  government  quarters  are 
not  available. 


included  in  their  RMC  would  no  longer  do  so.  This  would  decrease 
RMC  value  by  the  value  of  the  quarters  provided  to  approximately 
27,000  members  without  dependents  who  are  stationed  in  these  short 
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tour  areas,  or  about  $8  million.  Since  RMC  is  only  a ''bookkeeping'' 
nunaber  there  would  be  no  impact  on  the  DoD  budget  or  government  cost 
except  to  the  degree  that  RMC  was  set  to  some  external  standard. 

Members  with  dependents  stationed  in  these  short  tour  areas 
receive  a FSA  Type  II  in  addition  to  the  BAQ.  This  FSA  is  a reim- 
bursement intended  to  defray  the  costs  of  miscellaneous  work,  such  as 
minor  repairs,  which  the  member  would  normally  perform  at  home  but 
which  the  family  must  pay  for  in  the  member's  absence.  If  the  member 
without  dependents  no  longer  has  a value  assigned  to  his  quarters  for 
RMC  computation  purposes,  thus  reinforcing  the  concept  of  equal  pay 
for  substantially  equal  work,  some  might  argue  that  the  provision  of  an 
additional  or  differential  allowance  for  members  with  dependents  is 
"inequitable". 

Under  the  "bachelor  duty"  alternative,  all  members  assigned  to  duty 
in  short-tour  areas,  both  those  with  and  without  dependents,  would  be 
paid  BAQ,  except  for  members  whose  dependents  are  occupying  govern- 
ment quarters  elsewhere.  Each  member  would  be  "charged"  an  equal 
amount,  either  the  current  without  dependent  BAQ  rate,  or  a "fair 
market"  rental  for  the  quarters  provided.  There  would  be  an  increase 
in  cost  for  the  members  with  dependents  who  presently  pay  no  "charge" 
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when  assigned  quarters  under  these  conditions.  Since  there  are  a 
larger  number  of  members  with  dependents  (and  thus  authorized  BAQ) 
than  without  dependents  in  these  remote  tour  areas,  the  cost  to  the 
government,  assuming  no  other  changes,  would  decrease  due  to  the 
increased  collections.  However,  if  the  current  differential  BAQ  rates 
are  retained,  then  the  member  without  dependents  would  still  be 
receiving  less  total  compensation  than  the  member  with  dependents. 
Further,  the  member  with  dependents  assigned  a "bachelor  duty"  tour 
has  then  been  obliged  by  military  orders  to  obtain  two  sets  of  quarters 
and  bear  the  expense  of  both.  This  approach  would  appear  to  require 
FSA  Type  I for  such  members  whether  in  government  or  private  quarters 
in  the  "bachelor  duty"  assignment  to  avoid  a compounded  inequity. 

D.  BAQ  Included  in  Terminal  Leave  Payments. 

Until  passage  of  P.  L.  94-381  on  14  July  1976,  BAQ  had  been 
included  in  terminal  leave  payments.  Officers  were  paid  for  accrued 
annual  leave  at  the  time  of  separation,  from  active  duty,  except  in 
extenuating  circumstances.  ^ The  accrued  leave  payment  included  both 
BAQ  and  BAS  at  the  rate  applicable  to  the  officer's  grade  and  depen- 
dency status  at  the  time  of  discharge.  Enlisted  personnel  were  also 
paid  for  accrued  leave  at  the  time  of  discharge  if  the  member  so  elected, 


^Section  501  through  504,  37  U.S.C..  Table  4-4-5,  DoD  Pay  and  Allow- 
ances Entitlements  Manual,  p.  403. 


unless  he  or  she  was  accepting  an  appointment  as  a commissioned  or 


over  the  accrued 


sonnel,  however,  did  not  include  the  applicable  BAQ  and  BAS  rates  but 


quarters.  Further,  the  quarters  paynient  was  only  for  members  in  pay 


grades  E-5  through  E-9  with  dependents.  Enlisted  members  in  pay 


grades  E-i  through  E-4  were  not  entitled  to  payment  for  quarters  for 


accrued  leave.  Payment  to  both  officers  and  enlisted  personnel  could 


Comparative  Rates  of  Quarters  Payment  for  Accrued  Leave 


MonthW  BAQ  Rate 


Without  Dependents 


With  Dependents 


appeared  to  be  treated  inequitably  when  being  paid  quarters  allowance 


Section  501  through  504,  37  U.S.C 
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for  accrued  leave.  This  inequity  was  especially  prevalent  for  enlisted 
personnel  who  had  completed  only  one  enlistment.  For  those  in  grade 
E-5  and  above,  the  payment  also  appeared  inequitable  in  that  it  was  dif- 
ferent from  the  rate  of  BAQ  to  which  they  were  entitled  and  would  have 
received  had  they  used  their  earned  leave. 

An  additional  related  equity  issue  had  to  do  with  the  amount  of 
unused  leave  for  which  reimbursement  may  be  received.  Enlisted 
members  could  receive  a cash  payment  in  lieu  of  up  to  60  days  accrued 
leave  at  the  end  of  each  enlistment  period  (or  upon  an  extension  of  an 
enlistment  period  if  the  accrued  leave  was  not  carried  forward  to  the 
new  enlistment  period).  Theoretically,  an  enlisted  person  could  have 
"cashed  in"  60  days  of  leave  at  least  four  times  during  a 20-year 
career.  Therefore,  the  enlisted  member  who  had  dependents  and  was 
in  pay  grade  E-5  or  higher  at  the  end  of  each  enlistment  could  have  been 
paid  a quarters  allowance  for  at  let  st  240  days  of  accrued  leave,  or 
$300  during  a career  of  20  years.  An  enlisted  member  without  depen- 
dents would  not  have  received  any  such  allowance  for  the  240  days 
accrued  leave  during  a 20-year  career,  though  he  would  have  received 
the  other  elements.  Officers  were  normally  reimbursed  for  unused 
leave  only  once  during  their  career,  though  it  did  include  tlie  full  BAQ 
rate. 


\n  officer  who  was  released  from  active  duty  then  recalled  and  released 
again  could  "cash  in"  leave  more  than  once.  Reservists  on  extended 
active  duty  could  and  did  "cash  in"  leave  repeatedly. 
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The  DoD  attempted  to  correct  those  inequities  by  submitting  a legis- 
lative proposal  to  reimburse  leave  for  all  members  on  the  basis  of  the 
basic  pay,  BAQ,  and  BAS  rates  applicable  to  each  members'  grade  and 
length  of  service.  The  proposal  would  also  have  placed  enlisted  per- 
sonnel and  reserve  officers  on  the  same  basis  as  all  other  officers  by 
limiting  reimbursement  to  a total  of  60  days. 

P.  L.  94-381,  just  enacted,  departing  from  the  DoD  legislative  pro- 
posal, resolves  the  differential  rate  inequity  by  allowing  no  BAQ  or  BAS 
payment  to  anyone  - officer  or  enlisted  - except  the  leave  balance  as  of 
31  August  1976,  and  presuming  the  leave  balance  doesn't  decrease  below 
that  level  in  the  future.  It  does  limit  career  payment  to  enlisted  per- 
sonnel and  to  reservists  to  60  days  as  was  the  practice  for  officers. 

Thus,  there  is  now  consistent  treatment  for  the  entire  force  and  the  ine- 
quity resulting  from  differential  reimbursement  bases  no  longer  exists. 
However,  this  new  system  now  makes  it  significantly  less  expensive  to 
work  members  than  to  allow  them  to  use  their  leave  entitlement,  reim- 
bursing them  at  the  reduced  rate  later.  This  may  be  viewed  as  a 

larger  inequity  than  the  one  corrected.  It  can  be  minimized  only  if  each 

commander  acts  to  insure  that  every  member  can  take  the  leave  to  which 
he  is  entitled  under  the  law.  When  military  exigencies  preclude  the 
taking  of  earned  leave,  the  inequity  cannot  be?  prevented. 


The  QRMC  Staff  recommends  that  the  QRMC  support  a DoD  legislative 

proposal  to  correct  this  deficiency,  by  reimbursing  for  unused  leave  with 
basic  pay  plus  BAQ  and  BAS  at  the  rates  applicable  to  the  individual. 
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E.  BAQ  Rates  for  Members  Married  to  Each  Other. 

A member  who  is  entitled  to  basic  pay  is  entitled  to  a basic  allowance 
for  quarters  when  government  quarters  are  not  available.  ^ When  two  mem- 
bers are  married  to  each  other,  the  BAQ  entitlement  accrues  to  each  member 
when  government  quarters  are  not  provided.  However,  each  member  only 
receives  BAO  at  the  without  dependent  rate  if  there  are  no  other  dependents 
from  the  marriage.^  Two  service  members  in  pay  grade  E-4,  married  to 

each  other  and  not  occupying  government  quarters,  each  receive  $90.30 
per  month  for  BAO,  or  $180.  60,  provided  there  are  no  additional  depen- 
dents of  the  marriage.  A married  E-4,  not  married  to  a member  of  the 
military,  currently  receives  $134.40  BAQ  each  month  if  his  family  is  not 
occupying  government  quarters. 

When  there  is  an  additional  dependent  of  the  mart ’age  of  two  military 
members,  then  one  of  the  members  with  dependent(s)  is  entitled  to  BAO  at 
the  with  dependents  rate  and  the  other  member  is  entitled  to  BAO  at  the 
without  dependents  rate.  Using  the  same  example  used  above,  one  member 
receives  $134.40  a month  and  the  other  receives  $90.30  a month,  for  a 

total  of  $224.70.  This  is  $90.  30  more  than  a comparable  E-4  with  at  least 
one  dependent  who  was  not  married  to  another  member  would  receive. 

1 Section  403(a),  Title  37  U.S.C.  (TAB  A) 

2 Department  of  Defense  Military  Pay  and  Entitlements  Manual,  pp.  3-3 
to  3-32.  1 
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When  the  grades  of  the  members  are  different,  the  with  dependent  rate 
is  normally  applied  to  the  member  in  the  higher  grade.  ^ Therefore,  mem- 
bers married  to  each  other,  jointly--but  not  individually--receive  a sub- 
stantially greater  allowance  for  quarters  than  other  service  members. 


Members  married  to  each  other  only  receive  the  BAQ  when  they  are 
not  furnished  government  quarters.  When  government  quarters  are  pro- 
vided, they  are  not  entitled  to  the  BAQ.^  Continuing  the 

example,  the  members  married  to  each  other  jointly  "forfeit"  a greater 
amount  ($46.20  to  $90.30  per  month)  for  their  government-furnished 
quarters  than  another  member  of  like  grade  with  a non-member  spouse 
would  forfeit.  While  occupying  government  quarters,  the  couple  with  a 
non-member  "forfeits"  only  about  60  percent  as  much  money  ($134.40 
vs.  $224.70),  even  though  both  might  be  working,  than  the  couple  which 
are  both  service  members.  Thus,  members  married  to  each  other  must 
forfeit  a greater  amount  of  RMC  for  equivalent  quarters  when  compared  to 
another  member  of  the  same  grade  who  has  a non-member,  working  spouse. 

This  rather  elaborate  set  of  rules  is  an  attempt  to  resolve  the  in- 
equity which  resulted  from  denying  BAO  to  a member  who  married  another 
member.  The  concern  which  led  to  them  emphasizes  the  extent  to  which 


^ Department  of  Defense  Military  Pay  Entitlements  Manual  pp  3-31 
3-32. 1 
2 Ibid. 
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both  DoD  management  and  military  personnel  view  pay  for  service  to  include 
not  just  basic  pay  but  also  the  cash  allowanci’  as  \\ell. 

The  resolution  of  this  equity  issue  requires  two  separate  decisions. 

The  first  decision  is  the  rate  of  BAO  that  should  be  paid  to  members  married 
to  each  other.  The  second  decision  is  the  rate  members  should  be  charged 
when  they  are  provided  government  family  quarters. 

There  are  two  alternatives  for  thi‘  HAQ  rate  for 
members  married  to  each  other.  The  first  is  to  do  nothing  and  leave  the 
system  as  is;  the  second  is  to  pay  both  members  at  the  with  dependents 
rate.  The  first  alternative  does  not  remedy  the  perceived  inequity  in  BAO 
payments.  The  second  alternative  would  treat  all  members  the  same  in 
terms  of  BAQ  payments  by  removing  the  distinction  of  whether  they  are 
married  to  another  member  or  not.  In  effect,  the  second  alternative 
treats  BAO  as  a part  of  compensation  rather  than  as  an  allowance  to 
obtain  quarters.  However,  since  a requirement  to  obtain  that  level  of 
BAO  is  to  have  a dependent,  it  cannot  really  be  viewed  in  that  manner, 
and  the  second  alternative  is  not  more  equitable  than  the  present  system. 
Adoption  of  the  second  alternative  would  increase  the  DoD  annual  cost 
by  approximately  $26  million.  (Details  in  TAB  L. ) 

Under  the  present  BAQ  "forfeiture"  system,  there  are  three  alternatives 
for  "charging"  members  married  to  each  other  when  they  arc  assigned  to 
family  quarters.  The  first  is  to  continue  to  "charge"  both  members  at 
their  prevailing  BAQ  rate.  A second  is  to  "charge"  only  one  member, 
either  the  higher  or  lower  ranking  one.  The  third  is  to  "charge"  each 
member  one-half  of  their  prevailing  BAQ  The  first  alternative  is  current 


It  treats  each  individual  member  in  the  same  manner  regardless 


policy 


of  the  military  membership  status  of  their  spouse.  The  second  alterna 


tive  of  "charging"  only  one  member  effectively  recognizes  the  require 


ment  to  only  provide  one  set  of  government  quarters;  however,  it  now 


ces  the  members  marr 


other  members  and  increases  their  collective  RMC.  The  third  alterna 


a modification 


tive 


of  the  second,  however,  it  recognizes  the  possibility  that  the  members 


may 


minimizing  the  impact  on  RMC 


The  issue  of  the  proper  BAQ  rate  for  members  married  to  each 


other  will  become  relatively  more  significant  as  the  number  of  member 


es  tends  to  increase  concurrent  with  the  increase  in  numbers  of 


women  in  the  service.  It  should  be  weighed  in  making  judgments 


about  the  relative  desirability  of  a paternalistic  pay  and  allowances  system,  or 


shifting  to  either  an  expense-based  pay  and  allowances  system  or  to  pav 


Title  37  United  States  Code 


$ 403.  Basic  allowance  for  quaiii.rs 

(«)  E.veept  a.s  oiJjf-nvi.sc  proviiiwl  by  law,  a member  of  a uni- 
fonueil  service  who  is  eiititloil  to  basic  pay  is  entitled  to  a basic 
allow  ance  for  fioarters  at  the  inonthlv  rates  prescribed  in  uecorduuco 
with  tion  10(*9  of  this  title,  atcordiug  to  the  pay  fnade  in  whicli  ho 
is  assigned  or  tiisn  ibiitctl  for  basic  pay  purposes.'^* 

(b)  *'■  Except  as  otlierwise  provided  by  law,  a nicinber  of  a unifoimed 
service  wlio  is  assigned  to  quarters  of  the  United  States  or  a hoiisint; 
facility  v.udcr  the  jurisdiction  of  a uniformed  service,  appropriate 
to  his'gru'.le,  ratik,  or  rating  and  adequate  for  hitnself,  and  his  depend- 
etits,  if  with  dependents,  is  not  entitled  to  u basic  allowance  for  quar- 
ters. However,  except  as  provided  b;\'  regulations  prescribed  uinler 
subsection  (j)  of  this  section,  a commissioned  officer  without  depend- 
ents wlio  is  in  a pay  grade  above  pay  grade  0-3  and  who  is  assigned 
to  quarters  in  the  United  States  or  a housing  facility  under  the  juris- 
diction of  a uniformed  service,  aitpropriale  to  his  grade  or  rank  and 
adequate  for  himself,  may  elect  not  to  occupy  those  quarters  and 
instead  to  receive  the  basic  allowance  for  quarters  prescribed  for  his 
pay  grade  by  this  section.** 

(c)  A member  of  a uniformed  service  without  dependents  is  not 
'entitled  to  a basic  allowance  for  quarters  while  he  is  on  field  duty, 
unless  his  commanditig  officer  certifies  that  the  member  _ was  neces- 
■sarily  required  to  piticure  quarters  at  his  expense,  or  while  he  is  on 
sea  duty.  For  the  purposes  of  this  subsection,  duty  for  a period  of 
less  than  three  months,  is  not  considered  to  be  field  duty  or  sea  duty. 

(d)  A member  ol  a uniformed  service  who  is  assigned  'to  quarters 
of  the  United  States  or  a housing  facility  under  the  jurisdiction  of  a 
uniformed  service  may  not  be  denied  the  ba.sic  allowance  for  quarters 
if,  because  of  orders  of  competent  authority,  his  dependents  are 
prevented  from  occupying  those  quarters. 

(e)  Xot withstanding  -.iny  other  law  (including  those  restricting  the 
occupancy  of  housing  facilities  under  the  jurisdiction  of  a department 
or  agency  of  the  United  States  bv  members,  and  their  dependents,  of 
the  armed  forces  above  specified  grades,  or  by  members,  and  .their 
dependents,  of  the  Environmental  Science  Services  Ailministration 
(NOAA)”  and  the  Public  Henltli  Service),  a member  of  a uniformed 
service,  and  his  dependents,  may  be  accepted  as  tenants  in,  ami  may 
occupy  on  a rental  basis,  any  of  those  housing  facilities,  other  than 
public  quarters  constructed  or  designated  for  ussigiiinent  to  and 
occupancy  without  charge  by  such  a member,  and  his  dependents,  if 
any.  Such  a member  may  not,  because  of  his  occupancy  under  tliis 
subsection,  be  deprived  of  any  money  allowance  to  which  he  is  other- 
wise entitled  for  the  rental  of  quartei's. 

(f) **  A ineiiiber  of  a uniformed  service  without  dependents  who  is 
in  pay  grade  E-4  (four  or  more  years’  service),  or  above,  is  entitled 
to  a basic  allowance  for  quarters  while  he  is  in  a travel  or  leave  status 
between  permanent  duty  stations,  inchidinft  time  granted  as  delay 
en  route  or  proceed  time,  when  he  is  not  assigned  to  quarters  of  the 
United  States. 


« Anirndml  br  kc.  M o(  eubllc  Uw  »-rtS  (»  8t»«.  im;  fw*.  XM  and  m of  enbllc  Law  K-ia  (U  8na 
W*.  »»):  Mrt.  }.  J,  and  4(b)  ol  lb»  D»p»nd»nla  Anirtaiir*  Act  «<  IIBU.  aa  aiucndcd  (W  U .8X.  aM.  an, 
■aat.  23N):  and  acc.  lOd  (I)  and  (2)  o(  FnbUe  Law  «.«« (1(7  Slat.  14*);  and  iwuatfd  by  lae.  S(«)  aT mblk  I^w 

In  ari-oidanct  with  »7  L'.S.C.  WW.  tlic  Pnaldaiit.  on  October  7,  KPt.  by  Etccuticc  Order  IHU.  oidcr^ 
th*  mm  o(  monthly  bortc  tHowanm  for  quarton  for  membora  of  too  anlfomod  sorrlem  idlartod  ii(t«  aro, 
octobor  I,  itTf,  m MIows:  ^ 

••Ajiwn<Mbr«e.Ma(lhaUiilhnwdaitytMa  Pay  Aid  «ll»«  CT 
i.awiaet((7ata(.  idn. 

**  AmCMft-fln^iJw.  If*)  n#  PnbMc  Law  00-307  (»1  Stat.  Ml). 


TAB  A 


A-2 


r 


(g) "  An  aviation  cadet  of  the  Navy,  Air  Force,  Marine  Corps,  or 
Coast  Guard  is  entitled  to  the  same  basic  allowance  for  quarters  as  a 
member  of  the  -uniformed  sei-vices  in  pay  grade  El— 4. 

(h) «>»  The  Secretary  concerned,  or  his  jlesignee,  may  make  any 

determination  necessary  to  administer  this  section  with  regard  to  i 

enlisted  members,  including  determinations  of  dependency  and  rela- 
tionship, and  may,  when  warranted  by  the  circumstances,  reconsider  ' 

and  change  or  modify  any  such  determination.  This  authority  may  be  , 

redelegated  by  the  Secretary  concerned  or  his  designee.  Any  determina- 
tion made  under  this  section  tvith  regard  to  enlisted  members  is  final  t . 

and  is  not  subject  to  review  bv  any  accounting  officer  of  the  United  ! 

States  or  a court,  unless  there  is  fraud  or  gross  negligence. 

(i) *’*’  Notwithstanding  any  other  provision  of  law,  the  basic  allow-  , 

ance  for  quarters  to  which  an  enlisted  member  muv  be  entitled  as  a 

member  with  dependents  shall  not,  for  such  penoci  as  the  Secretary 
concerned  maj*  prescribe,  be  contingent  on  the  right  of  such  member 

to  receive  pav.  , 

(j) 4«e  q'jjg  l*resident  may  prescribe  regulations  for  the  ndministra-  ^ 

tion  of  this  section,  including  definitions  of  the  words  “field  duty" 

and  “.sea  duty”. 


Jiy  S4X.  of  Pulilic  Luw  y3-64  IbT  SUl.  149). 
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4 


Summary  of  Changes  in 
Basic  Allowance  for  Quarters  (BAQ) 
10  June  1922  to  1 January  1975 


Act  of  10  June  1922,  P.L.  67-235  - Rental  Allovmnce  substituted 
for  commutation  system,  as  presently  done.  Rental  allowance  per  room 
to  be  fixed  by  President.  Rate  set  at  $20  per  room  per  month.  Number 
of  allowances  varied  for  officers  depending  on  rank  and  whether  tkey 
have  dependents.  Enlisted  men  entitled  to  allowance,  originally  set 
by  President  at  $22.50  a month  ($.75  per  day).  Enlisted  men  to  receive 
a maxiiriUiTi  of  $4  per  day  for  subsistence  and  quarters  allowance. 

Act  of  June  19^2,  P.L.  77-607  - Changed  to  a fixed  monthly  sum 
depending  on  rank  and  dependents  and  varied  from  $45  to  $120  a month. 
Enlisted  personnel  of  first  three  grades  to  receive  monthly  allowance 
for  dependent's  quarters.  Allowance  for  quarters  and  subsistence  not 
to  exceed  $5  per  day  for  enlisted. 

Act  of  12  October  1949,  P.L.  81-351  - Quarters  allowances  put  on 
the  same  basis  for  both  officers  and  enlisted.  e4  (under  7 years 
service)  down  through  E-1  shall  be  considered  without  dependents  for 
purposes  of  computation  of  BAQ,. 

Act  of  8 September  1950,  P.L.  81-771  - Authorized  dependent 
allow'ance  for  enlisted  personnel  with  dependents  regardless  of  pay 
grade,  provided  an  allotment  is  in  effect.  The  allotment  must  total 
the  basic  BAQ  allowance  to  which  he  is  entitled,  plus  $4o  to  $80 
depending  on  rank. 

Act  of  19  May  1952,  P.L.  82-346  - Raised  quarters  allowance  l4fo 
to  reflect  changes  in  cost  of  living  since  1949* 

Act  of  20  May  1958,  P.L.  85-422  - Provided  that  the  new  grades 
0-10  and  0-9  shall  receive  BAQ  equal  to  0-8.  Provided  that  the  new 
grades  E9  and  E8  will  receive  BAQ  equal  to  that  of  an  E-7. 

Act  of  10  July  1962,  P.L.  67-531  - Raised  quarters  allowance  for 
all  grades.  The  bill  provided  an  8‘](  raise  for  all  e4  (less  than  4 years 
service)  down  through  E-1.  The  bill  continues  the  "Q"  allotment  for  the 
lower  grades  and  recognizes  the  varying  number  of  dependents. 


TAB  B 


2 


B-2 


Act  of  October  2,  1963,  P.L.  88-132  - Authorized  optional 
residency  of  government  quarters  for  commissioned  officers,  0-U  and 
above,  who  do  not  have  dependents. 


Act  of  December  l6,  1967,  P.L.  90-207  - This  legislation  amended 
the  Dependents  Assistance  Act  of  1950  by  increasing  quarters  allowance 
for  enlisted  personnel  in  pay  grades  E-1  through  E-^+  (4  years  or  less 
service ). 

Act  of  September  28,  1971,  P.L.  92-129  - This  legislation 
increased  the  rates  for  BAQ  to  85^  of  the  Federal  Housing  Authority 
(FHA)  Standard. 

Act  of  September  19,  197^,  P.L.  93-*+19  - As  a result  of  this 
legislation,  BAO,  rates,  after  the  date  of  enactment,  will  be  adjusted 
each  time  and  in  the  same  amount  as  General  Schedule  pay  raises.  The 
first  adjustment  on  October  1,  197^  was  a 5.52  percent  increase. 

A table  of  historical  BAQ  rates  is  attached. 


Cost;  The  number  of  personnel  drawing  quarters  allowance,  plus  its 
annual  cost,  is  summarized  below: 


Fiscal 

Total 

Cost 

Cost 

Cost 

Year 

Personnel 

($000) 

Officers 

($000) 

($000) 

1972 

1,178,639 

$1,903,041 

229,996 

$567,760 

948,643 

$1,335,281 

1973 

1,101,014 

1,859,918 

214,259 

494,217 

886,755 

1,365,701 

1974 

1,054,989 

1,756,681 

204,587 

468,686 

850,402 

1,287,995 

1975* 

1,040,489 

1,799,136 

197,122 

470,232 

843,367 

1,328,9:4 

1976* 

1,020,087 

1,785,979 

190,321 

462,125 

829,766 

1,323,854 

* Budget  Estimates 
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B-3 

Monthly  Rates 

Basic  Allowance  for  Quarters 


Pay  Grade 

Year 

W ithout 
Dependents 

With 

Dependents 

0-10 

1958 

$136. 80 

$171. 00 

1963 

160.20 

201. 00 

1967 

160.20 

201. 00 

1971 

230.40 

288.  00 

1974 

243. 00 

303. 90 

0-9 

1958 

136. 80 

171, 00 

1963 

160.20 

201. 00 

1967 

160.20 

201, 00 

1971 

230.40 

288. 00 

1974 

243. 00 

303. 90 

00 

1 

0 

1922 

80.00 

120. 00 

1942 

105. 00 

120. 00 

1949 

120. 00 

150. 00 

1952 

136. 80 

171. 00 

1958 

136. 80 

171. 00 

1963 

160.20 

201. 00 

1967 

160.20 

201. 00 

1971 

230,40 

288. 00 

1974 

243. 00 

303. 90 

0-7 

1922 

80.  00 

120. 00 

1942 

105. 00 

120. 00 

1949 

120. 00 

150. 00 

1952 

136. 80 

171. 00 

1958 

136. 80 

171. 00 

1963 

160.20 

201. 00 

1967 

160.20 

201.  00 

1971 

230.40 

288. 00 

1974 

243. 00 

303. 90 

0-6 

1922 

80.  00 

120. 00 

1942 

105. 00 

120. 00 

1949 

105. 00 

120. 00 

1952 

119. 70 

136. 80 

1958 

119. 70 

136. 80 

1963 

140.  10 

170. 10 

1967 

140.  10 

170. 10 

1971 

211. 80 

258.  30 

1974 

223. 50 

272. 70 

Y ear 


B-4 


Pay  Grade 


Without 

Dependents 


With 

Dependents 


1922 

$ 60.00 

( < 20  yrs) 

$100. 00 

( < 20  yrs) 

80.  00 

(>  20  yrs) 

120.  00 

( > 20  yrs) 

1942 

105. 00 

120. 00 

1949 

90.  00 

120. 00 

1952 

102. 60 

136. 80 

1958 

102. 60 

136. 80 

1963 

130.  20 

157. 50 

1967 

130.20 

157. 50 

1971 

198. 30 

238.  80 

1974 

209.  10 

252. 00 

1922 

60.  00 

(<23  yrs) 

80.  00 

( < 14  yrs) 

80.  00 

( > 23  yrs) 

100. 00 

( > 14  yrs) 

120. 00 

( >23  yrs) 

1942 

90.  00 

( < 23  yrs) 

105. 00 

(<  23  yrs) 

105. 00 

( >23  yrs) 

120. 00 

( > 23  yrs) 

1949 

82.  50 

105. 00 

1952 

94.20 

119.  70 

1958 

94.20 

119. 70 

1963 

120.  00 

145. 05 

1967 

120. 00 

145. 05 

1971 

178.  80 

215. 40 

1974 

188.  70 

227. 40 

1922 

40.00 

( s,'  7 yrs) 

60.  00 

( < 7 yrs) 

60.  00 

( 7 yrs) 

80.  00 

( > 7 yrs) 

100. 00 

( >17  yrs) 

1942 

75.  00 

(<  17  yrs) 

90.  00 

( < 17  yrs) 

90.  00 

(>  17  yrs) 

105. 00 

( >17  yrs) 

1949 

75.  00 

90.  00 

1952 

85.  50 

102. 60 

1958 

85.  50 

102. 60 

1963 

105. 00 

130. 05 

1967 

105. 00 

130. 05 

1971 

158.40 

195. 60 

1974 

167.  10 

206.40 

1 


1 


B-5 


Pay  Grade 


0-2 


0-1 


W-4 


W-3 


Without 

With 

Year 

Dependents 

Dependents 

1922 

$ 40.00 

(<  10  yrs) 

$ 40.00 

( < 3 yrs) 

60.  00 

( > 10  yrs) 

60.  00 

( > 3 yrs) 

80.  00 

( >10  yrs) 

1942 

60.00 

(<  10  yrs) 

75.  00 

( < 10  yrs) 

75.  00 

( > 10  yrs) 

90.  00 

( >10  yrs) 

1949 

67.  50 

82.  50 

1952 

77.  10 

94.20 

1958 

77.  10 

94.20 

1963 

95.  10 

120.  00 

1967 

95.  10 

120.00 

1971 

138.  60 

175. 80 

1974 

146. 40 

185.40 

1922 

40.  00 

40.  00 

( < 5 yrs) 

60.  00 

( > 5 yrs) 

1942 

45.  00 

( < 5 yrs) 

60.  00 

( < 5 yrs) 

60.  00 

( > 5 yrs) 

75.  00 

( > 5 yrs) 

1949 

60.  00 

75.  00 

1952 

68.  40 

85.  50 

1959 

68.40 

85.  50 

1963 

85.20 

110.  10 

1967 

85.  20 

no.  10 

1971 

108. 90 

141.60 

1974 

114. 90 

149.40 

1949 

82.  50 

105. 00 

1952 

94.20 

119.70 

1958 

94.20 

119.70 

1963 

120. 00 

145. 05 

1967 

120.  00 

145.  05 

1971 

172. 50 

207. 90 

1974 

182. 10 

219.  30 

1949 

75.  00 

90.00 

1952 

85.  50 

102.60 

1958 

85.  50 

102. 60 

1963 

105. 00 

130. 05 

1967 

105. 00 

130. 05 

1971 

155. 40 

191. 70 

1974 

164. 10 

202. 20 

Pay  Grade 

Year 

Without  Dependents  With  Depc-ndei.ts 

W-2 

1949 

$ 67. 50 

$ 82, 50 

1952 

77.  10 

94,  20 

1958 

77.  10 

94.  20 

1963 

95.  10 

120. 00 

1967 

95.  10 

120. 00 

1971 

137.  10 

173, 70 

1974 

144. 60 

183. 30 

W-1 

1949 

60.  GO 

75.  00 

1952 

68.40 

85,  50 

1958 

68.40 

85,  50 

1963 

85.20 

110.  10 

1967 

85.  20 

no.  ro 

1971 

123. 90 

160. 80 

1974 

130. 80 

169. 80 

Without 

One 

Two 

Three  or  more 

de  Year 

Dependents 

Dependent 

Dependents 

Dependents 

1958 

$ 51. 30 

$ 77.  10 

$77.  10 

$ 96, 90 

1963 

85.  20 

120. 00 

120. 00 

120. 00 

1967 

85.  20 

120. 00 

120. 00 

120. 00 

1971 

130. 80 

184. 20 

184. 20 

184. 20 

1974 

138. 00 

194.40 

194.40 

194. 40 

1958 

51.  30 

77.  10 

77.  10 

96.  90 

1963 

85.  20 

120. 00 

120. 00 

120, 00 

1967 

85.  20 

120. 00 

120.00 

120. 00 

1971 

122.  10 

172. 20 

172.20 

172. 20 

1974. 

128. 70 

181. 80 

181.80 

181. 80 

1922 

1942 

1949 

45.00 

67.  50 

67.  50 

67.  50 

1950 

45.  00 

67.  50 

67.  50 

85.  00 

1952 

51.  30 

77.  10 

77.  10 

96.90 

1958 

51.  30 

77.  10 

77.  10 

96.  90 

1963 

75.00 

114.90 

114.90 

114. 90 

1967 

75.00 

114.90 

114.90 

114.90 

1971 

104. 70 

161.40 

161.40 

161.40 

1974 

110.40 

170.40 

170.40 

170. 40 

\ 


R-7 


Pay 

Without 

One 

Two 

Three  or  Mor 

Grade  Year 

Dependents 

Dependents 

Dependents 

Dependents 

E-6  1/  1922 

2/  1942 

1949 

$45. 00 

$67. 50 

$67. 50 

$67.  50 

1950 

45,  00 

67.  50 

67.50 

85. 00  ■ 

1952 

51. 30' 

77.  10 

77.  10 

96.  90 

1958 

51.  30 

77.  10 

77.  10 

96,  90 

1963 

70720 

no.  10 

no.  10 

1 10. 10 

1967 

70.20 

110. 10 

no.  10 

no.  10 

1971 

95.70 

150.00 

150.00 

150. 00 

1974 

101. 10 

158.40 

158. 40 

158, 40 

E-5  1/  1922 

2/  1942 

1949 

45.  00 

67.  50 

67.  50 

67 , 50 

1950 

45.  00 

67.  50 

67.  50 

85,  00 

1952 

51.  30 

77.  10 

77.  10 

96.  90 

1958 

51.  30 

77.  10 

77.  10 

96.  90 

1963 

70.20 

105. 00 

105. 00 

105.  00 

1967 

70.  20 

105. 00 

105. 00 

105,  00 

1971 

92.  70 

138. 60 

138. 60 

138, 60 

1974 

97.  80 

146.40 

146.40 

146.  40 

E-4  \l  1922 

2/  1942 

1949«7  yrs) 
{>7  yrs) 

1950 

1952 

1958 

1963(>4  yrs) 
«4  yrs) 
1967(>4  yrs) 
{<4  yrs) 
197104  yrs) 
«4  yrs) 

1974 


45.  00 
45.  00 
45.  00 
51.  30 
51.  30 
70.  20 
55.  20 
70.  20 
60.  00 
81. 60 
81. 60 
86.  10 


45.  00 

45,  00 

45.  00 

67,  50 

67.  50 

67.  50 

67.  50 

67.  50 

85.  00 

77.  10 

77.  10 

96.  90 

77.  10 

77.  10 

96.  90 

105.00 

105. 00 

105.  00 

83.  10 

83.  10 

105, 00 

105.  00 

105. 00 

105. 00 

90.  60 

90. 60' 

105. 00 

121. 50 

121. 50 

121. 50 

121.50 

121; 50 

121, 50 

128. 10 

128.  10 

128. 10 

5 


R-8 


I 

Without 

One 

Two 

Three  or  More 

S Grade  Year 

Dependents 

Dependents 

Dependents 

Dependents 

1 E-3  W 1922 

1 1/  ^942 

1 

1 1949 

$45. 00 

$45. 00 

$45. 00 

$45. on 

1 ^950 

45.00  , 

45,  00 

67,  50 

85.  00 

I ^952 

51.  30 

51.  30 

77.  10 

96,  90 

1 1958 

51.  30 

51. 30 

77.  10 

96.  90 

1 1963 

55.  20 

55.  20 

83.  10 

105. 00 

1967 

60,  00 

60,  00 

90.  60 

105. 00 

1 1971 

72.  30 

105. 00 

105. 00 

105, 00 

1 1974 

76.  20 

110. 70 

no.  70 

no.  70 

E-2  1/  1922 

; 2/  1942 

' 1949 

45,  00 

45.  00 

45.  00 

45.  00 

i 1950 

45,  00 

45.  00 

67.  50 

85.  00 

1 1952 

51.  30 

51.  30 

77.  10 

96,  90 

' 1958 

51.  30 

51. 30 

77,  10 

96.  90 

^ 1963 

55.  20 

55.20 

83.  10 

105, 00 

[ 1967 

60.  00 

60.  00 

90.  60 

105. no 

i 1971 

63.90 

105,00 

105. 00 

105, 00 

1 

67.  50 

1 10, 70 

no,  70 

no.  70 

1 E-1  \l  1922 

1 2/  1942 

1 1949 

45.  00 

45,  00 

45.  00 

45.  00 

1 1950 

45.  00 

45.  00 

67.  50 

85.  00 

1 1952 

51,  30 

51.  30 

77.  10 

96.  90 

1 1958 

51.  30 

51.  30 

77,  10 

96.  90 

1 1963 

55.  20 

55.20 

83.  10 

105. 00 

1 1967 

60.  00 

60.  00 

90.  60 

105. 00 

1 

60.  00 

105. 00 

105. 00 

105. 00 

1 1974 

63.  30 

110.70 

no.  70 

no.  70 

_1_/  The  Act  of  10  Jui.c  1922  provided  that  each  enlisted  man  not  furnished  qua  i to  r 
or  rations  in  kind  shall  be  granted  an  allowance  for  quarters  and  subsi  ■ !<-ncc , 
the  value  of  which  shall  depend  on  the  conditions  under  which  the  duty  is  being 
performed,  and  shall  not  exceed  ^$4,  00  per  day. 

2^1  The  Act  of  16  June  1942  provided  for  a maximum  of  $5,00  per  day  for  tjuarlers. 

NOTE:  Dependents  Assistance  Act  legislation  rates  for  enlisted  nren  are  quoted 
where  they  are  applicable  between  the  years  1950  to  1973, 
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MONTHLY  BASIC  ALLOWANCE  FOR  QUARTERS  RATES 


Effective  1 October  1975 


Without  With 

Pay  Depen-  Depen- 

Grade  dents  ^ dents 


Commissioned  Officers; 


O-  10 

$255. 30 

$319. 20 

0-9 

255. 30 

319. 20 

0-8 

255. 30 

319. 20 

0-7 

255. 30 

319. 20 

0-6 

234. 60 

286.  20 

0-5 

219. 60 

264.  bO 

0-4 

198. 00 

238. 80 

0-3 

175. 50 

216.  60 

0-2 

153. 60 

194. 70 

O-  1 

120. 60 

15b. 90 

Warrant  Officers; 

W-4 

191.10 

230. 40 

W-3 

172. 20 

212. 40 

W-2 

151. 80 

192. 60 

W-  1 

137. 40 

178. 20 

Enlisted  Members: 

E-9 

144. 90 

204. 00 

E-8 

135. 00 

190. 80 

E-7 

1 15.  80 

178. 80 

E-6 

106. 20 

1 66.  20 

E-5 

102. bO 

153.  bO 

E-4 

90.  30 

1 34. 40 

E-3 

80.  10 

116. 10 

E-2 

70.  80 

116. 10 

E-  1 

66.  60 

116.  10 

^ Not  authorized  for  members  without  dependents 
who  are  on  sea  duty  or  in  the  field. 
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COST  OF  CONSTRUCTION,  MAINTENANCE  AND  OPERATION  OF  BACHELOR  AND  FAMILY  HOUSING  UNIT  COSTS 

AT  1956  PRICES 

(Excludes  Cost  of  Raw  Land  and  Initial  Furniture) 
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Maximum  Net 


1/ 

Sauarc  Footage  Stan'dardE 


For  Construction  of  Family  Quarters 


Pay  Grade 


Square 

Footage 


2 


Number  of 
Bedrooms 


0-7  thru  0-10 

2100 

4 

0-6 

1700 

4 

0-5  and  0-4 

1550 

4 

1400 

3 

O'-l  thru  0-3 

1550 

5 

1450 

4 

1320 

3 

950 

2 

■W-1  thru  V/-4 

1550 

5 

1450 

4 

1320 

3 

950 

2 

E-7  thru  E-9 

1550 

5 

1450 

4 

1350 

3 

950 

2 

E-1  thru  E-6 

1550 

5. 

1350 

4 

1200 

3 

950 

2 

I 


1 

V 

( 


y 10  U.S.C.  4774 

2/ Footage  is  net  floor  area  which  does  not  include  basements, 
“ areas,  closets,  attics,  garages  or  carports  and  stairwells. 
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TAB  P 


CALCULATION  OK  TOTAL  NET  AUTHOlUZED  FOOTAGE  V-?. 

FOK  FANULY  QUARTERS 


A 


Pay 

Faniily 

Number  of 

Square 

Number  of 

I'amily  S’./t 

A\il  lujf  i /i-t\ 

Grade 

Size 

Bedrooms 

Footage 

Personnel 

Square 

Nil  Sfjtiart 

Authorized 

Authorized 

in  Category 

Footage 

r<.o!.-iL'r- 

(000) 

0-7  through 

N/A 

N/A 

2100 

793 

1665 

2100 

0-10 

0-6 

N/A 

1700 

5006 

8510 

ITUU 

0-5 

4 

1550 

7013 

10870 

152ij 

3 

1400 

1317 

1844 

0-4 

4 

1550 

1 0536 

16331 

1518 

3 

1400 

2K97 

4056 



03 

^6 

5 

1550 

H74 

1355 

a.  5 

4 

1450 

2793 

4050 

1 140 

> 4 

3 

1320 

8034 

10605 

^3 

2 

950 

14087 

1 3383 

0-2 

^ 6 

5 

1550 

190 

295 

^ 5 

4 

1450 

370 

537 

103  1 

^ 4 

3 

1320 

1462 

1930 

<3 

2 

950 

H413 

7992 

O-  1 

^ 6 

5 

1550 

51 

79 

> 5 

4 

1450 

101 

1 16 

^ 4 

3 

1320 

538 

710 

996 

<3 

2 

950 

5430 

5159 

Total  Conimissoned  Oi^. 

icer 

69905 

89517 

IT^l 

W-4 

> 6 

5 

1550 

52 

81 

> 5 

4 

1450 

90 

131 

1284 

> 4 

3 

1320 

99 

131 

S3 

2 

950 

101 

9b 

W-3 

> 6 

5 

1550 

244 

J7H 

> 5 

4 

1450 

375 

544 

1300 

> 4 

3 

1320 

413 

545 

<3 

2 

950 

358 

340 

W-2 

> 6 

5 

1550 

434 

673 

> 5 

4 

1450 

749 

lOHb 

1293 

;>  4 

3 

1320 

917 

1210 

<3 

2 

950 

744 

707 

W-1 

> 6 

5 

1550 

l6l 

250 

> s 

4 

1450 

287 

416 

1280 

>:  4 

3 

1320 

337 

445 

2 

950 

324 

308 

Total  Warrant  Officer 

5685 

743  1 

Tz^i 

T 


CALCULATION  OF  TOTAL  NET  AUTHORIZED  FOOTAGE 
FOR  FAMILY  QUARTERS 
(Cont.  ) 


F-3 


Grand  Total 

Average  Square  Foot/Person 


310399 


Pay 

Fanuly  1 

kx-  e r 

Square 

Number  of 

Family  Siz<- 

Grade 

Size 

< i 

Footage 

Personnel 

Square 

v.li.-crized 

Authorized 

in  Category 

Footage 

(000) 

E-9 

^ 6 

5 

1550 

1047 

1623 

^ 9 

4 

1450 

10B9 

1579 

^ 4 

3 

1350 

1381 

1864 

<3 

2 

950 

1390 

1321 

E-8 

-2:  6 

5 

1550 

2624 

4067 

> 5 

4 

1450 

2776 

4025 

4 

3 

1350 

3322 

4485 

:53 

2 

950 

2808 

2668 

E-7 

6 

5 

1550 

8396 

13014 

5 

4 

1450 

9645 

13985 

^ 4 

3 

1350 

12245 

16531 

<3 

2 

950 

9677 

9193 

E-6 

> 6 

5 

1550 

10443 

16187 

^ 5 

4 

1350 

13947 

18828 

> 4 

3 

1200 

20361 

24433 

<3 

2 

950 

19602 

18622 

E-5 

>•  b 

5 

1550 

4593 

7119 

:>  5 

4 

1350 

9039 

12203 

> 4 

3 

1200 

19594 

23513 

53 

2 

950 

37738 

35851 

E-4 

> 6 

5 

1550 

3 54 

549 

s s 

4 

1350 

974 

1315 

> 4 

3 

1200 

2448 

2938 

53 

2 

950 

18505 

17580 

E-3 

^ 6 

5 

1550 

♦ _ 

31 

> 5 

4 

1350 

5:- 

74 

> 4 

3 

1200 

35^ 

422 

53 

2 

950 

, . .i-. 

3813 

E-2 

^ 0 

5 

1550 

^ 1 

33 

> 5 

4 

1350 

40 

54 

^ 4 

3 

1200 

3 04 

53 

2 

950 

7277 

6913 

E-1 

5 6 

5 

1550 

25 

39 

> 9 

4 

1350 

43 

58 

> 4 

3 

1200 

327 

392 

<3 

-> 

950 

8384 

7965 

Total  Enlisted  Personnel 

234809 

273591 

370449 


Average  Feet 
by 

Pay  Grade 


1318 


1213 


1109 


1005 


977 


962 


903 


1 193. 5 


1 


standard  Net  Square  Footage 
for  Bachelor  Quarters  A shore  ^ 


Square' 

Feet 

R emarks 

0-3  thru  0-10 

400^ 

One  person  per  room,  living  room, 
private  bath  and  access  to  kitchen  or 
closed  mess. 

W - 1 thru  0-2 

250^ 

One  person  per  room,  living /sleeping 
room,  private  bath. 

E-7  thru  E-9^ 

200^ 

One  person  per  room  and  private  bath 

E-5  and  E-6 

90^ 

2 persons  per  room  and  central  latrine 

E-1  thru  E-4 
except  recruits 

90^.  4 

Not  over  4 persons  to  a room;  central 
latrine 

E-1  (Recruit)"^ 

72^ 

Open  bay,  and  central  latrine 

DoD  Inst,  4165.47,  "Adequacy,  Assignment,  and  Occupancy  of  Bachelor 
Housing  (I&L)",  October  23,  1974,  End.  1. 

2 Net  living  area  is  measured  from  the  inside  face  of  the  peripheral  wall  of 
the  suite  and  includes  all  spaces  and  partitions  thereby  enclosed. 

O 

^ Net  living  area  in  this  instance  is  the  clear  area  in  the  sleeping  room 
allocated  for  an  individual's  bed,  locker,  and  circulation. 

^ This  square  footage  standard  is  an  approximate  standard.  Quarters  shall 
be  declared  adequate  if  they  contain  at  least  85  square  feet.  Additionally, 
bachelor  enlisted  quarters  contained  in  the  FY  1970  and  subsequent  year 
programs  which  may  have  been  designed  at  80  to  90  square  feet  as  adequate 
for  E-1  through  E-4  shall  continue  as  adequate  quarters  for  those  grades. 

^ Net  living  area  is  one  equal  share  per  room  of  the  squad  room.  The  squad 
room  is  measured  to  the  inside^face  of  the  peripheral  walls. 

^ The  Marine  Corps  is  authorized  the  E-7  thru  E-9  standard  for  E-6's. 

^ This  standard  is  for  E-1  recruits  and  trainees.  The  bulk  of  E-l's  arc  in 
this  category. 
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COST/BENEFIT  ANALYSIS  PARAMETERS 


• Population. 

The  population  was  estimated  from  the  manpower  strengths 
contained  in  the  FY  76  DoD  Budget  Submission  adjusted  to  reflect 
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first  term  personnel  for  each  grade. 

• Replacement  Costs. 

Replacements  costs  were  obtained  from  the  Office  of 
Director  of  Personnel  Management  Systems.  The  costs  consist 
of  recruiting  cost,  basic  training  and  the  next  level  of  training 
costs  plus  pay,  and  allowances  for  the  given  initial  term  of  service. 
Estimates  are  conservative. 

• Value. 

Estimated  for  the  first  term  population  based  on  the  data  in 
the  basic  paper  and  adjusted  for  the  population  concerned  (see 
Appendix  1). 

• Elasticity  of  Reenlistment/Continuation  arc  mid  range  estimates 
of  the  elasticity  figures  from  previous  service  and  DoD  studies 
(Appendices  2 and  3)  . 

• Reenlistment/Continuation  Rates . 

Officers.  The  rate  reflects  the  continuation  rate  of  officers 
through  the  fourth  year  as  determined  by  the  OASD  actuarial 
consultants  in  the  1965  Multiple  Decrement  Table  with  DoD  composites 
adjusted  to  June  30,  1972  force  structure  (Appendix  4). 
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Enlisted.  The  rate  was  extracted  frona  the  DoD  Personnel 
Statistical  Manual  P.  29.22  OASD  (Comptroller). 

9 Total  Compensation  was  calculated  from  information  provided  by 
the  Statistical  Group  of  the  Third  Quadrennial  Review  of  Military 
Compensation  for  population  concerned.  (Appendix  5). 

• Weighted  Costs  Was  taken  from  the  attached  paper  and  adjusted 


for  the  population  concerned.  (Appendices  6 and  7). 


TABLE  11.10.2.  Projected  Army  ROTC  Enrollment  Rores  and  Pay  Elasticities 
Without  the  Draft 


FISCAL 

YEAR 

ENROLLMENT  RATES 
1970  PAY  scale’ 

PAY 

ELASTICITIES 

ENROLLMENT  RATES 

EQUITY  PAY  SCALE^ 



MODEL 

SURVEY 

MODEL 

SURVEY 

MODEL 

SURVEY 

1971 

,047 

.035 

1.09 

1. 12 

.060 

.*045 

1972 

.054 

.039 

1.05 

1.09 

,068 

.050 

1973 

.068 

.048 

0.97 

1.03 

.084 

.060 

1974 

,079 

.055 

0.92 

1.00 

,097 

.069 

1975 

.088 

.061 

0.89 

0.96 

. 108 

.076 

1980 

.111 

.075 

0.80 

0.89 

, 133 

.092 

* See  Ch.  5,  Table  5-11  of  the  All-Volunteer  Commission’s  Report  (1970). 
^See  Ch.  5,  Table  5-III  of  the  All-Volunteer  Commistion’a  Report  (1970). 


Source:  President's  Commission  on  All- Volunteer  Armed  Force 

Page  II-10-19i  Volume  I,  U.  S.  Government  Printing  Office, 
November  1970 
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Table  5 

A Comparison  of  Pay  Elasticities  for  First-Term  Reenllstmcnts 


I 


I 


Data 

Base 

Author/Studv 

Time  Period 

Service (s) 

Elastlclcv 

Sources  of  IF  Tables 

1.  Enns  (Rand) 

1971-74 

Army , Navy 
Air  Force 

2.16 

2.  1968  Study  (OSD) 

1966-67 

Total  DoD 

1.64-2.71 

Other  Pay  Studies 

1. 

Gilman  (CNA) 

1964 

Navy 

2.25 

2. 

Quigley  4 Wilburn  (AT) 

1960-66 

Air  Force 

4.42 

3. 

Nelson  (IDA) 

1967 

Army 

2.43 

4. 

Grubert  & Weiher  (CNA) 

1968 

Navy 

2.15 

5. 

Wilburn  (Gates  Commission) 

(a)1968 

Air  Force 

2.36 

• > 

(bU960-66 

Air  Force 

1.97 

6. 

Nelson  & Wilburn  (IDA/OSD) 

1967-68 

Total  DoD 

3.17 

7. 

McCall  & Wallace  (P.and) 

1962 

Air  Force 

3. 2-5. 2 

3. 

Altergoct  (Navy  PGS) 

1964-70 

Navy 

1.77 

9. 

GAO  Study 

1971-72 

Army 

1.60 

Navy 

2.11 

• 

Air  Force 

2.30  ' 

10.' 

Foch  (Rand) 

1971-73 

Navy 

6.2 

11. 

Kleinman  4 Shughart  (CNA) 

1965-67 

Navy 

2.20 

1968-69 

Navy 

3.07 

1971-72 

Navy 

4.24 

12. 

Enns  (Rand) 

1971 

Army 

2.10 

Navy 

2.58 

• 

Air  Force 

3.40 

13. 

Haber  & Stewart  ^GWU) 

1971-72 

Navy 

2.38-2.69 

14. 

Massell  (Rand) 

1972 

Air  Force 

2.3 

f 
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1 
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Pay 

Grade 


G-5-1 


Cor.pariscn  cf  Average  Assure  All  Cash 
Regular  Military  Ccr.per.sat icn  Between  Single 
and  Married  Personnel  bv  Pav  Grade 


Tax 

Advantage 


50,928 


46,010 


40,551 


33,791 


27,858 


1,577  22,901 


1,181  19,090 


786  15,200 


601  il,220 


1,104  18,420 


lS;-553 


13,268 


11,329 


9,620 


8,284 


7,510 


7,037 


6,464 


Single  as  Perc  ent 
?f  >'arried  Aroun 


i ax 

Advantage 


Tax 

Advantage 


4,014  50,  56 


3,511  46,084 


2,962  40,5-1 


2,1-7  35,858 


1,587  2-, 906 


1,215  23,025 


949  19,352 


680  15,581 


586  11,641 


18 , 930 


16,118 


14,059 


12,076 


10,213 


8,809 


7,921 


7,574 


7,045 
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General  Note:  Based  on  the  President's  Budget  submission  for  FY  1976 

manyears  and  dollar  estimates  with  the  following  exceptions: 

(a)  In  kind  housing,  commissary  and  exchange  - based  on  actual 
FY  1975  costs. 

(b)  Deferred  benefits  are  represented  as  present  values  except  for 
death  gratuities.  They  are  based,  however,  on  the  FY  1976  budget. 


Normal  costs  are  based  on  economic  assumptions  of:  (a)  6%  interest 
rate;  (b)  4%  pay  growth;  and  (c)  4%  CPI  growth  which  results  in  a 
retired  pay  growth  of  5.2%. 

2 

Government  FICA  contribution  less  the  medicare  portion. 

Present  value  based  on  one  year  term  insurance  premium  to  buy  that 
coverage. 

The  consumption  advantage  is  in  fact  the  benefit  that  the  military 
receives  froni  shopping  in  a commissary  or  exchange.  However  the 
total  consumption  advantage  does  not  result  solely  from  the  appropri- 
ated subsidy.  Therefore,  the  objective  compensation  value  (compen- 
sation cost  as  a proxy)  is  the  value  that  should  be  used  for  compensation 
comparison  purposes,  whereas  the  total  consumption  advantage  should 
be  used  in  making  program  change  decisions. 

Compensation  Consumption 

Item  Cost/Value  Advantage  (midpoints) 


Commissary 

$125. 4 

$ 485. 0 

Exchange 

8.  6 

705.  0 

Comiri/Exch  - Accrual 

54.  7 

359.  6 

$188. 7 

$1,  549. 6 

SPECIAL  SALARY  PAYMENTS 
($Millions) 


G-5-4 


Element 

Cost 

V alue 

Aviation  Career  Incentive  Pay 

$204.  0 

$204. 0 

Special  Pay  (Health  Profession) 

118.  3 

118.  3 

Continuation  Pay  (Nuclear) 

4.  1 

4.  1 

Reenlistment  Bonus 

217.  7 

217.  7 

Enlistment  Bonus 

75.  5 

75.5 

Proficiency  Pay  (SDA) 

42.  3 

42.  3 

Other  Special  Pays 

.8 

.8 

Total  Special  Salary  Payments 

$662.7 

$662. 7 

Attachment  1 


PREMIUM  PAYS 
($Millions) 


G-5-5 


Element 

Cost 

Value 

Fly  Pay  (Crew  & Non-Crew) 

$ 33.2 

$ 33.2 

Submarine  Duty  Pay 

24.6 

24.6 

Parachute  Pay 

20.6 

20.6 

Sea  Pay 

29.  1 

29.  1 

Duty  at  Certain  Places 

32.4 

32.4 

Diving  Duty  Pay 

4.0 

4.0 

Demolition  Duty  Pay 

2.  5 

2.5 

Other  Premium  Pays 

6.3 

6.3 

Pay  for  Unused  Accrued  Leave ^ 

350.  0 

350.0 

Total  Premium  Pays 

$502.7 

$502. 7 

^ Public  Law  93-381,  enacted  14  July  1976,  places  enlisted  accrued 
leave  payments  on  the  same  basis  as  officers,  but  terminates  pay- 
ments for  BAQ  and  BAS  except  for  a saved  pay  provisions.  It 
becomes  effective  31  August  1976.  Cost-end  value  estimates  will 
be  developed  as  soon  as  implementing  rules  are  completed. 


Attachment  2 


WEIGHTED  COSTS 
OFFICERS 


SINGLE 

Grade 

04 

.4 

03 

73.  5 

02 

24.  0 

01 

2.1 

MARRIED 

Grade 

04 

.4 

03 

73.  5 

02 

24.  0 

01 

2.  1 

Exclude  s 

members  aboard 

Weighted ^ 

Cash  In-Kind 


$ 9.504 

$ 

3,048 

2, 935,764 

528,924 

1, 546,445 

266,  112 

105,648 

64, 632 

$ 4,597,361 

T' 

862,716 

$ 4.6m 

$ 

. 9M 

Weighted 


— ° 

Cash 

In-Kind 

$ 

123,216 

$ 65,544 

17, 991. 660 

9,508, 104 

3, 801, 324 

2,805,636 

203.340 

159,444 

$ 

22,  119,540 

$12,538,728 

$22. IM  $12. 5M 


ships  and  in  short  tour  areas. 
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SINGLE 


r.rade 


MARRIED 


Grade 


WEIGHTED  COSTS 
ENLISTED 


Percent  in  Grade  of 
Total  Population 


Weighted 


Cash 


In-Kind 


. 5 

$ 47,  148 

$ 18,360 

20.  2 

660, 360 

2, 134, 656 

64.  9 

10, 091, 568 

18,807,684 

10.  5 

948, 708 

4, 274, 208 

2.  9 

90, 912 

1,-114,332 

. 8 

7,  992 

355, 884 

$14, 846, 688 

$27,  005,  124 

$ 14.  8M 


$27,  OM 


Weighted 


Percent  in  Grade  of 
Total  Population 


Cash 


In-Kind 


E-6 

. 5 

$ 1,230,545- 

$ 949,13? 

E-5 

20.  2 

40, 858,214 

25,798,493 

E-4 

64.  9 

89, 042,688 

17, 994, 420 

E-3 

10.  5 

8, 609, 976 

798, 689 

E-2 

2.  9 

1,402, 952 

464, 436 

E-  1 

. 8 

221,518 

22  7,  32  9 

$141, 365,893 

$ 46, 232, 50C 

$ 141. 4M 

$ 46.  2M 

1 Excludes  members  aboard  ship  and  in  short  tour  areas. 

Appendix  7 to  TAB  G 
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EFFECTIVE  CUMULATIVE  BAQ  ADJUSTMENT 
FROM  NOVEMBER  1 971  BASE 

BASED  ON  1974  ADJUSTMENT  CONCEPT^ 

Effective  Cumulative  BAQ 


Date 

Civil  S ervice 

2 

Pay  Raise 

Military  Basic 
Pay  Raise 

Military 
BAQ  Raise 

Adjustment  from  1 
1971  Base 

November  71 

— 

— 

— 

0 

January  72 

5.  5% 

7.21% 

0 

5.  50% 

October  72 

5.  14 

6.69 

0 

10.  92 

October  73 

4.  77 

6.  16 

0 

16.  21 

October  74 

5.  52 

5.  52 

5.  52 

22.  26 

October  75 

5.  0 

5.  0 

5.  0 

28.  37 

1 Civil  Service  pay  raise  percentage  applied  equally  to  base  pay,  BAQ, 
and  BAS 

2 Committee  on  Armed  Services,  U.S.  House  of  Representatives,  No.  94-S, 
Pay  and  Allowances  of  the  Uniformed  Service,  1975 


TAP  H 
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BASIC  ALLOW /^NCF  FOH  Ot^ARTFHS 


All  Cash  for  Members  Without  Depentlents  at  With  Dependents  Rates 


Nuntber  of 

Mont  hly 

Annual  Amount 

Current  Annual 

Increase 

Members  ^ 

Rate 

Amount 

Officers 


0-10 

- 

$319.20 

$ 

$ 

$ 

0-9 

1 

319.20 

3,  K30.  40 

3, 063. 60 

766. 80 

o-a 

3 

3 19.20 

11,491.20 

9,  190. 80 

2, 300. 40 

0-7 

7 

319.20 

26,812. 80 

2 1 . 445.  20 

5.  367.  60 

0-6 

337 

286.  20 

1,  157,  392. 80 

948.722.40 

208,  670.  40 

0-5 

1,300 

264. 60 

4,  127, 760. 00 

3,425. 760. 00 

702,000.00 

0-4 

3, 073 

238. 80 

8, 805. 9H8. 80 

7,  301 , 448.  00 

1 , 504. 54J. HO 

0-3 

10, 002 

216.60 

28,  336,  478,  40 

22.959,612.00 

r,  37(1,  86t>.  40 

0-2 

8,  I4H 

1 94.  70 

19, 036. 987, 20 

15,  018,  393. 1.0 

4,  018,  593.  (.0 

0-1 

6.  995 

156.  90 

13, 170, 186. 00 

10,  123,  164.  00 

3,047,022.00 

Total 

30,766 

74, 676, 927. 60 

50, HlO, 799. oO 

14. 866,  128.  00 

Warrant  Offict^rs 


W -4 

W-3 

W-2 

W - 1 

26 

59 

478 

240 

230.40 

212.40 
192.60 

178. 20 

71,884.80 

150,  379.20 

I , 104, 753. 60 
513, 2 I'-',  00 

59,623.20 
121,917.  60 
870,  724.  81) 
395,  712.  00 

12.21.1.60 
2h.  46l.  1.0 
234, 028, 80 
117.  504.  00 

Total 

803 

1,840,233.60 

1.447,  977.  60 

>^*2.  25i'.  00 

Total 

- Officer  and 

Warra  nt 

31,569 

76.  517,  161.20 

61,258,  777.  20 

15,  258,  384.  00 

Fn  listed 


E-9 

165 

204.00 

403, 920.  00 

286. 902. 00 

117.018.00 

E-8 

715 

I 90. 80 

1 . 637, 064.  00 

1,  158,  300.  00 

478, 764. 00 

E-7 

2,692 

178. 80 

5,  775,  955.20 

3,  740, 803.20 

2,035,  152.00 

E-6 

7,  72  1 

166.20 

15, 398, 762. 40 

9,  839,  642.40 

5,  55'i.  120.  00 

F.5 

7^.  I 

! 5^4. 

a?,  6ki , 1 ^9. 70 

6.'.7.  70 

I-l,  171 . 477.  on 

F-4 

2*^,  425 

1 34. 40 

47,  456. 640.  00 

31,  HH4,  950.  no 

15,  571, 710.  00 

E-3 

14,218 

1 16.  10 

19, KOH, 517. 60 

13,  666,  341. 60 

142,  176.  on 

E-2 

4.  356 

1 !*■.  10 

6,  068, 779,  >0 

3,  700,  857.  (.0 

2,  3i.7,  921.  '.0 

F-1 

846 

116.  10 

1,  178,  647.  20 

67*.,  123.  20 

502, 524. 00 

Total 

83, 294 

140, 409, 424, HO 

93,  463.  5t.7.  20 

4t..  945.  8S7,  mO 

ClRANn  TOTAI. 

1 14. 863 

216,  92l..  586.  00 

154.722, 344.40 

<■2,  204.24  1.  fiO 

Source:  FY76  l^resiflent 's  Budget  Submission 


BASIC  ALLOWANCE  FOR  QUARTERS 


Difference  in  Cost  Arising  From 
Conversion  of  Members  With  Dependents  to 
Current  Without  Dependents  Rate 


Members 

W ithout 

. 

With 

Dependents 

Annual 

Annual 

Dependents 

Rate 

Rate 

(1x3)  1 

(1) 

(2) 

(3) 

(4) 

Officers 

0-10 

2 

$255, 30 

$3, 063.60 

$ 

6,  127.20  * 

o-<i 

7 

255. 30 

3, 063. 60 

21,445.20 

0-8 

133 

255.  30 

3, 063. 60 

407,458.  80  j 

0-7 

219 

255. 30 

3, 063. 60 

670,928.80  * 1 

O-b 

8,  648 

234.60 

2, 815.20 

24, 345.  849.  t,0 

0-5 

21,658 

2 19. 60 

2. 635. 20 

57,073, 161.60 

0-4 

34,479 

198. 00 

2,376. 00 

81,684,504.00 

0-3 

54, 306 

175. 50 

2. 106. 00 

114,368,436.00 

0-2 

15, 829 

153. 60 

1, 843. 20 

29, 176, 012. 80  1 

O-  1 

10, 425 

120. 60 

1, 447.  20 

15,087,060.  00  '■ 

T otai 

145, 606 

322, 840, 983. 60 

Warrant  Officers 

W-4 

1,211 

191. 10 

2,293.20 

2, 777, 065.20 

W -3 

3,604 

172.20 

2, 066.40 

7, 447, 305. uO 

W -2 

4,  482 

151. 80 

1 , 82 1. 60 

8,  164, 41  1. 2 0 

W -1 

1.  389 

137. 40 

1 . 648.  80 

2, 290,  183.  20 

Total 

10, 686 

20,678,-9,6.20 

I'.'nl  i slid 

K-9 

8,238 

144. 90 

1,  738. 80 

14, 324, 234. 40 

F-8 

21, 178 

135. 00 

1 , 620. 00 

34,308,31.0.00  \ 

F-7 

73, 836 

1 15, 80 

1 , 389. 60 

102, 602,  505.  (.0 

K-t. 

128, 940 

106, 20 

1 , 274.40 

164,  32  1,  13(..  00  : 

F-5 

172, 002 

102,60 

1.231.20 

2 11,768,812.40 

F-4 

174, 981 

90.  30 

1 , 083, 60 

189,  (.09,  4 1 1.  >>0 

F-3 

88, 771 

80.  10 

961.20 

85,  326,  (.85. 20  i 

F-2 

39, 909 

70.  80 

849. 60 

33, 906,  (,8(..  40 

F-  1 

14, 783 

66.60 

799, 20 

1 1 , 814,  573. e 0 

Total 

722,638 

847,982,455.20 

CRAND  TOTAL 

878, 930 

1, 

191,502,404.00 

C\irrent 

Cost  at 

With  Di‘p<-ndents 

Rate  (TAB  .1) 

1, 

705,  347,  03-1.  ,,o 

F'stiniatt 

'd  Cost 

at  Without  Dependents  Rate 

191 , 502,404.00 

Difference 

$ 

513,  844,  (.35.  (.0 

1 AB  J 


^ ^ ^ 4 


Basic  Allowance  for  Quarters 
Cash  and  In-Kind  Rates 
Current  Costs 
FY  1975  Rates 

Without  Dependents 


I 


Cash 

In-Kind 

Grade 

Number 

Monthly 

Rate 

Annual  Cost 

Number 

Moiithly  Annual  Coat 

Rate 

Officers 


0-10 

- 

$255.  30 

$ 

1 

$S4. 30 

1,011.60 

0-9 

1 

255.  30 

3,063.  60 

3 

84.  30 

3,034,  80 

0-8 

3 

255.  30 

9,  190. 80 

3 

84.  30 

3,034.  80 

0-7 

7 

255.  30 

21,445.20 

2 

84.  30 

2,  023.20 

0-6 

337 

234. 60 

948,  722.40 

615 

84.  30 

622,  134.00 

0-5 

1. 300 

219.60 

3,425,760.00 

1.  122 

84.  30 

1.  135,015.20 

0-4 

3,073 

198. 00 

7,301,448.  00 

2,053 

84.  30 

2,  076,814.80 

0-3 

10, 902 

175. 50 

22,959,612.  00 

3,  341 

84.  30 

3,  379,  755.  60 

0-2 

8,  148 

153. 60 

15,018,  393.60 

3.  336 

52.80 

2.  113,689.60 

0-1 

6,  995 

120. 60 

10,  123,  164. 00 

8,  087 

52.  80 

5.  123,  923.20 

Total 

30,  766 

59.  810,  799.  60 

18. 563 

14, 460, 436. 80 

Warrant  Officers 

W-4 

26 

191.  10 

59,623.  20 

104 

52.80 

65,894.40 

W-3 

59 

172.20 

12 1, 917. 60 

266 

52.  80 

168,  537. 60 

W-2 

478 

151. 80 

870.  724.  80 

154 

52.  80 

97. 574. 40 

W-1 

240 

137.40 

395. 712. 00 

- 

52.80 

Total 

Total.  Officer 

803 

31.  569 

$ 1,447,977.60 

$ 61,258,  777.  20 

524 

19,087 

$ 332,006.40 

$14,792,443.20 

and  Warrant 

Fnlisted 

r-9 

165 

144. 90 

286, 902. 00 

278 

42.  30 

141,  1 12.80 

F-8 

715 

135.00 

1 . 158, 300, 00 

86  9 

42,  30 

44  1 , 104. 40 

F-7 

2,692 

115. 80 

3,740, 803. 20 

3,649 

42.  30 

1,852,  232.  40 

F-6 

7,  721 

106.20 

9, 839, 642.40 

9,  519 

25.  20 

2,  878,  545.  60 

F-5 

23, 156 

102.60 

28,509,667.20 

41,205 

25.  20 

12, 460, 392, 00 

F-4 

29,425 

90.  30 

3 1, 884, 930. 00 

148, 557 

25.  20 

44,  923,636.80 

F-3 

14,218 

80.  10 

13,666,  341.60 

152,66  1 

25.  20 

46, 164, 686. 40 

E-2 

4,  356 

70.  80 

3, 700, 857. 60 

139,  828 

25.  20 

42.283,^87.20 

r-1 

846 

66.60 

676,  123.20 

97. 857 

2 1 . 60 

25, 364, 534. 40 

T otal 

GRAND  TOTAL 

83,294 

1 14, 863 

93, 463,  567.  20 

$154,722, 344.40 

5'H,  42  3 

613,510 

$176,  510,232,20 

$191, 302,675.40 

Fxclvjdes  those  at  sea  and  in  s'  ort  tour  areas. 


TAB  K 


Grade 

Cash 

In-Ki 

nd 

Number 

Monthly 

Annual  Cost 

Number 

Monthly 

Annual  Cost 

Rate 

Rate 

Officers 

0-10 

2 

$319.20 

7,660.80 

34 

547.  80 

223.  502.  40 

0-9 

7 

319,20 

26,812. 80 

1 14 

512.70 

701 . 373. 60 

0-8 

133 

319.20 

509,  443.  20 

295 

477. OQ 

1,691,766.  00 

0-7 

219 

319.20 

838, 857. 60 

350 

442. 80 

1,859,  760.00 

0-6 

8,  648 

286,20 

29.700,691.20 

5.  006 

358. 50 

21,535,812.00 

0-5 

21,658 

264.60 

68,768,481.60 

8,  330 

321.60 

32, 147, 136.00 

0-4 

34, 379 

238.  80 

98.516.462.40 

13,433 

320. 10 

51,598,  839.  60 

0-3 

54, 306 

216.60 

141, 152, 155.20 

25,788 

240. 30 

74,362,276.80 

0-2 

15,829 

194. 70 

36.  982,  875.  60 

10,435 

217.50 

27,235, 350.00 

0-1 

10,425 

156.90 

19.  628. 190.  00 

6,  120 

210.00 

15,422,400.00 

Total 

145,606 

396,  131,630.  40 

69,  905 

,1:226,  778,216.40 

Warrant  Officers 

W-4 

1,211 

230.40 

3,  348, 172.  80 

342 

272. 10 

1,  116,698.40 

W-3 

3,  604 

212.40 

9, 185,875.20 

1, 390 

272. 10 

4.538.628.00 

W-2 

4,  482 

192. 60 

10, 358, 798.  40 

2,  844 

272.  10 

9,286,228.80 

W-1 

1,  389 

178.20 

2,970,237.60 

1,  109 

272.  10 

3,621,  106,80 

Total 

10,  686 

25,863,084.00 

5,685 

$ 18,562,662.00 

Total,  Officer 

156,’'” 

421, 994,  714.40 

75. 590 

$245. 340, 878.40 

and  Warrant 

Enlisted 

F-9 

8,23R 

204, 00 

20. 166,624,00 

H,  907 

277.80 

16, 357, 975.20 

E-8 

21,  178 

190.  80 

48,  489,  143.80 

11,530 

277.80 

38,436,408,00 

E-7 

73, 836 

178. 80 

158,422,521  60 

39. 963 

277, 80 

133.220.656.80 

E-6 

128,  940 

166.20 

257,  157.936.00 

64, 353 

255,60 

197,383,521.60 

E-5 

172.002 

153.60 

317,034,086.40 

70,964 

233,70 

199.01  1,44  1.60 

E-4 

174, 981 

134.40 

282,209, 356. 80 

22,281 

211.80 

56,  62'*.  389.60 

K-3 

88,  771 

116.  10 

123,675.757.20 

4,  441 

206, 10 

10,983,481.20 

E-2 

39, 909 

116.  10 

55,  601 , 2 l8.  80 

7.  591 

203. 10 

18. 500, 785.20 

E-l 

14,783 

1 16.  10 

20,  595,675.60 

8.  779 

203.  ro 

21,  396,  178.80 

Total 

722,638 

$ 1,283,352,325.20 

234, 809 

$691.  919,838.00 

GRAND  TOTAL 

878, 930 

1,705,  347,030.60 

310, 399 

$937,260,716.40 
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Cost  of  Raising  BAD  to  Ivlarried  Pates  Where  Both 
Spouses  are  Members 
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1.  Facts  bearing  on  the  problem. 

Data  on  the  number  of  members  married  to  each  other  is  not  available 
for  all  services.  The  only  data  available  is  for  Air  Force  members,  how- 
ever, it  does  not  provide  detail  on  the  number  occupying  government 
quarters.  The  data  was  obtained  from  Headquarters,  Depar.ment  of  the 
Air  Force,  AF/DPW,  and  it  represents  May  1975. 

2-.  Assumptions. 

a.  Data  orr  the  proportion  of  members  married  to  each  other  applies 
to  the  other  services. 


b.  Members  married  to  each  other  are  predominately  in  officer  grades 
0-1  to  0-4  and  enlisted  grades  F-1  to  E-5.  Note:  96%  of  married  Air  Force 
women  officers  are  in  grades  0-1  to  0-4  and  99%  of  married  A-t^  enlisted 
women  are  in  grades  E-1  to  E-5. 

c.  All  members  are  receiving  a cash  BAQ  at  the  without  dependents 
rate. 

d.  The  preceding  assumptions  will  overstate  the  cost  due  to  the 
actual  grade  spread  and  the  fact  that  some  married  members  occupy 
government  quarters. 


Women  Service 

Members 

as  of  31  May 

1975 

Service 

Officer 

Enlisted 

T otal 

Army 

4,731 

3, 925  ^ 

36, 864 

41, 595 

Navy 

16,  927 

20, 852 

Air  Force 

5,  151 

24, 620 

29,  741 

Marine  Corps 

351 

2,  774 

3,  125 

Total 

13, 954 

81, 359 

95, 313 

* Includes  174  Officer  Candidates 

Source:  OA5D  (Comptroller)  Directorate  for  Information,  Operations  and 
Control,  8 August  1975,  Display  P25.6 
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Calculations 


Officer  s 

Enlisted 

Total  Number  of  Women 

13, 954 

81. 359 

% of  W'omen  Married  to  Other  ^ Members 

. 136 

, 274 

(per  AF  data) 

Estim.ated  Number  of  Women  Married  to 

Other  Members 

1, 898 

22,292 

X2  (to  account  for  spouse) 

X2 

X2 

Total  Members  Married 

3, 796 

44,584 

Calculation:  Additional  Cost  of  Paying  All  Members  Married  to  Fach 
Other  With  Dependents  BAO  Rate  Rather  Than  at  Without 
Dependents  Rate 

Off  icer  s 

F'nlisted 

1.  Number  Married  to  Each  Other 

3,  796 

44, 584 

2.  Average  Monthly  With  Dependents  BAO 
Rate^ 

$201, 75 

$127.26 

3.  Average  Monthly  Without  Dependents  BAO 
R ate^ 

$161. 92 

$ 82. 08 

4.  Total  Cost  If  All  Paid  At  With  Dependents 
BAO  Rate  (1)  X (2) 

$765, 843 

$5,  673.760 

5.  Total  Cost  If  All  Paid  At  Without 
Dependents  BAQ  Rate  (1)  X (3) 

$614,648 

$3,  659, 455 

6.  Cost  Difference  (4)  - (5) 

$151, 195 

$2,014, 305 

Total  Monthly  Cost,  Officers  Plus 
Enlisted 

$2, 165, 500 

Total  Annual  Cost,  Officers  Plus 

Enlisted 

$25, 986, 000 

^ Headquarters,  Department  of  Air  Force,  A 

2 Average  BAQ  Rates  for  (a)  Officer  Grades 

(b)  Enlisted  Grades 

F/DPW,  May  75 

0-1  to  0-4 

F-1  to  F-5 
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"SHORT  TOUR"  AREAS 
DEPENDENTS  NOT  AUTHORIZED  ^ 
as  of  Apr il  1 , 1976 

LOCATION  PRESCRIBED  TOUR  LENGTH 

Clear,  Fire  Island  and  Murphy  Dome 

Alaska  12 


American  Samoa  12 

Antarctic  Region  Indefinite 

Ascension  Island  12 

Grand  Bahama  Island,  San  Salvador  and 

Turks  and  Caicos,  Bahamas  12 

Fortaleza,  Brazil  12 

Stephenville,  Canada  12 

Corsica  18 


J 

/ 


Diego  Garcia  12 

Asmara,  Harrar,  Missaua  and  Isolated 

Areas  of  Ethiopia-Eritria  12 

Reisenbach  RRL,  Germany  15 

Soudha  Bay  Greece  12 

Greenland  12 

Hofn,  Iceland  12 

Shahroki  Station,  Iran  12 


* DoD  Dir.  1315.7,  with  two  changes  and  a revision  in  coordination, 
"Rotation  and  Stabilization  of  Military  Personnel  Assignments.  " 

There  also  are  authorized  exceptions  for  other  areas  such  as  the 
2d  Infantry  Division  and  other  selected  areas  in  Korea,  where 
dependents  are  specifically  not  authorized  and  the  service  con- 
cerned has  set  the  tour  length  at  12  months. 

TAB  M 
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M-2 


LOCATION 


PRESCRIBED  TOUR  LENGTH 


Piano  di  Corsi,  Mt.  Finale  Ligure,  Italy 


Mt.  i^irappa,  Mt.  Torara,  Naz  Sciaves 
and  Reggio,  Zelo,  Italy 

Cima  Gallina,  Gambarie,  Mt.  Cimona, 

Mt.  Linibara,  Mt.  Paganella,  Italy 

15  Isolated  Stations,  Japan 

Wakanai,  Japan 

Johnston  Island 

Libya 

Malaysia 

Paracale,  (Luzon)  Balanga  area,  (Bataan); 

Laoag;  Lubang;  Mactor  Is,  Mindanao;  and 
Wallace  Air  Station,  Philippine  Islands 

Vieques  Island,  Puerto  Rico 

Kuma  Shim,  Ryukyu  Islands 

Decimomannu  AR,  Sardinia 

Santiago,  Spain 

Balearic  Islands  and  Gorremandi,  Spain 
Adamuz,  Ciudad  Real  and  Estaca  Devares,  Spam 
Tainan  AB,  Taiwan 
Isolated  Areas  of  Taiwan 
Trabzon,  Turkey 

Istanbul  Dujarbakir,  Derince,  Iskenderon, 

T urkey 

1 Dependents  are  authorized  when  govt' mine nt  quarters 
are  available. 


M-3 


LOCATION  PRESCRIBED  TOUR  LENGTH 

Wake  Island  12 

St.  Lucia,  West  Indies  12 
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QUADRENNIAL  REVIEW  OF  MIUTARY  COMPENSATION 
VARIABLE  HOUSING  ALLOWANCE 


STAFF  RESEARCH  PAPER 

Purpose 

The  purpose  of  this  paper  is  to  determine  the  desirability  and 
feasibility  of  paying  a variable  housing  allowance  (VHA)  to  military 
personnel  assigned  within  the  continental  United  States.  The  paper 
presents  data  showing  the  variability  of  housing  costs  in  the  United 
States  and  presents  several  alternative  ways  of  structuring  a VHA  to 
reduce  this  cost  variability  under  a military  pays  and  allowance 
system  and  a salary  system. 

Background 

The  House  Appropriations  Committee  directed  the  Department 
of  Defense  to  study  the  personnel  and  pay  implications  of  implementing 
a military  variable  housing  allowance  (VHA).  ^ Since  the  statutory  Quad- 
rennial Review  of  Military  Compensation  (QRMC)  was  about  to  begin, 
it  was  tasked  to  perform  the  study  as  part  of  its  comprehensive  review 
of  the  principles  of  military  compensation.  A contract  was  let  with 
the  Center  for  Naval  Analyses  (CNA),  to  investigate  available  housing 
cost  data  sources,  housing  cost  variation  throughout  the  continental 


1 House  Appropriations  Committee  Report  Number  93-1477 
November  19,  1974. 
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United  States  (CONUS),  and  assess' the  feasibility,  on  the  basis  of  avail- 
able data,  of  grouping  installations  by  housing  cost  ranges  which  might 
serve  as  the  basis  for  establishing  a VHA  in  CONUS.  This  staff  research 
paper  is  partially  based  on  material  from  the  CNA  report^  and  is  intend- 
ed to  serve  as  a basis  for  the  report  to  the  House  Appropriations  Com- 
mittee. 

Military  personnel  in  the  CONUS  are  provided  government  housing 

or  an  allowance  in  lieu  thereof^  to  provide  for  housing  on  the  local  economy. 

Worldwide,  70%  of  the  married  members  of  the  force  and  13%  of  bachelors 

currently  receive  the  allowance  in  lieu  of  government  housing.  Comparable 

figures  for  CONUS  are  not  available. 

Personnel  of  the  same  pay  grade  are  paid  the  same  Basic  Allowance 

for  Quarters  (BAQ)  rate  without  regard  to  the  location  of  assignment. 

If  housing  costs  experienced  by  military  personnel  vary  widely  by 
location  throughout  CONUS,  those  living  in  areas  with  high  housing  costs 
will  serve  at  an  economic  disadvantage  in  comparison  with  other 
servicemen  stationed  in  lower  cost  areas.  Also,  military  personnel  in 
many  cases  would  experience  significant  reductions  in  their  standard  of 
living  when  transferred  from  a duty  assignment  in  a low  housing  cost 

^ The  Feasibility  of  a Geographic  Pay  Supplement  for  CONUS  Military 
Personnel,  10  September  1976,  John  T.  Warner,  Center  for  Naval 
Analyses, 
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Members  without  dependents  who  arc  assigned  to  sea  duty  are  quartered 
in  ships  and  are  not  provided  either  housing  or  BAQ.  When  menibors 
without  dependents  are  ordered  on  extended  field  duty,  they  are  likewise 
quartered  on  the  job. 
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area  to  one  with  high  housing  costs.  Unlike  most  other  American  workers, 
military  personnel  have  no  choice  in  duty  assignment.  Military  necessity, 
not  cost  of  living,  determines  their  assignment. 

Based  on  data  for  recent  fiscal  years,  on  the  average,  38.2%  of 

the  force,  not  counting  accessions  and  separations,  are  moved  annually.  ^ 

\ 

Further,  the  availability  of  government  quarters  varies  by  location  and 
service  component.  Therefore,  the  service  member  can  experience  a 
large  variation  in  housing  costs  over  time  if  government  quarters  are 
not  available  to  him  at  each  duty  station. 

Military  personnel  frequently  argue  that  housing  costs  vary 
widely  from  post  to  post  and  that  it  is  not  fair  to  require  peopl»  to 
bear  the  full  cost  of  housing  in  high  cost  areas.  When  a member 
stationed  at  a low  housing  cost  area,  such  as  Fort  Polk,  La.  , or 
Fort  Sill,  Ok,  is  reassigned  to  a high  housing  cost  area,  such  as 
"few  York,  Los  Angeles,  San  Francisco  or  Homestead  AFB  in  Florida, 
and  is  not  provided  government  quarters,  his  disposable  income  is 
significantly  decreased.  Previous  initiatives  toward  a VHA  suggest 
that  there  is  enough  variability  in  housing  costs  across  the  nation  to 
warrant  an  allowance  to  moderate  that  variability. 


Army,  Navy  and  Air  Force,  Permanent  Change  of  Station  Travel 
Justification  of  Estimates  for  FY  76  submitted  to  Congress  Jan.  1975. 
^Office  of  the  Secretary  of  Defense,  Office  of  Management  and  Budget, 
Military  Housing  Study,  1975. 


I 


4 

Previous  Studies 

Two  previous  studies  have  dealt  with  a variable  housing  allowance. 

(1)  In  1962,  as  part  of  the  Defense  Study  of  Military  Compensation, 
the  feasibility  of  paying  a Variable  Quarters  Allowance  was  investigated. 
After  analyzing  data  on  rental  costs  paid  by  military  personnel  and  noting 
the  wide  discrepancy  in  rental  charges  at  different  locations,  a recommen- 
dation was  made  that  a VHA  be  approved  in  principle,  such  a system  being 
designed  to  compensate  military  personnel  at  bases  where  rental  rates, 

on  the  average,  exceed  the  service  member's  Basic  Allowance  for 
Quarters  (BAQ).  This  recommendation  was  not,  however,  included  in 
the  OSD  military  pay  legislative  proposal  to  Congress  in  1963. 

(2)  In  1969,  the  Department  of  the  Navy  proposed  that  a VHA  be 
paid  to  military  personnel  assigned  to  areas  in  CONUS  where  the  cost 
of  housing  exceeded  the  national  average  by  at  least  2.  5%  as  determined 
from  Federal  Housing  Administration  (FHA)  data.  The  estimated  annual 
cost  was  approximately  60  million  dollars.  The  Navy  prepared  a legis- 
lative proposal  in  January  of  1970.  The  proposed  legislation  was  staffed 
and  studied  in  the  other  services  and  OMB  during  1970  and  1971.  In 
mid-1972  a decision  was  made  by  the  Deputy  Assistant  Secretary  of 
Defense,  M&RA,  not  to  submit  the  legislation  to  Congress.  This  de- 


cision was  based  on  the  fact  that  a VHA  was  not  considered  of  high 
enough  priority  during  the  time  that  many  other  proposals  related  to 
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achieving  and  sustaining  an  all- volunteer  force  in  a zero  draft  environ- 
ment were  being  considered. 

VHA  in  Overseas  Areas 

The  concept  of  a variable  housing  allowance  is  already  provided  for 
in  law  dating  back  to  1946  for  military  members  stationed  outside  of  the 
CONUS.  Section  405  of  Title  37  U.S.C.  provides  for  payment  to  these 
members  of  a Station  Housing  Allowance  (SHA)^  which  consists  of  the 
difference  between  BAQ  and  local  housing  costs.  SHA  rates  for  each 
location  are  based  on  an  annual  survey  (staggered  throughout  the  year) 
completed  by  ^ off-post  personnel.  Personnel  report  their  rent  and 
utility  costs,  excluding  telephone,  as  well  as  initial  occupancy  and 
termination  costs.  Initial  occupancy  and  termination  costs  are  pro- 
rated over  the  standard  tour  length  for  the  location  and  are  included 
because  of  characteristics  unique  to  overseas  locations.  Initial  occu- 
pancy costs  include  items  such  as  light  fixtures,  wardrobes  (where 
room  closets  aren't  provided),  plumbing  fixtures,  floor  and  window 


cove  rings 


not  common  to  the  United  States  and  certain  electrical  itc-ms 


such  as  transformers  and  adapters.  Command  personnel  review  the 
reported  costs  and  eliminate  any  nonrepresentative  low  or  high  figures. 
Experience  indicatc-s  personnel  accurately  report  their  costs  even 


^ The  Station  Housing  Allowance  is  customarily  referred  to  simply  as  a 
housing  allowance  and  abbreviated  as  HA.  However,  in  this  paper,  it 
will  be  abbreviated  as  SHA  to  distinguish  it  from  a variable  housing 
allowance  (VHA). 
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though  they  know  the  costs  go  into  the  determination  of  their  SHA.  ^ The 
SHA  is  determined  as  a percentage  of  BAQ  (called  a housing  index)  based 
on  the  pay  grade  weighted  average  percent  by  which  housing  costs  exceed 
BAQ.  A housing  index  is  determined  for  officers  and  enlisted  members 
at  each  location  based  on  data  from  individuals  drawing  BAQ  at  the  with 
dependents  rate  (except  at  locations  where  dependents  are  not  authorized 
or  where  few  married  members  are  assigned)  and  is  published  in 
Appendix  A of  the  Joint  Travel  Regulations  (JTR).  The  index  values 
range  from  105%  to  700%  of  BAQ  in  5%  increments.  Five  percent  incre- 
ments are  considered  sufficient  to  reflect  significant  changes  in  housing 
costs  and  have  been  in  use  since  1959.  For  each  index  value,  a daily 
SHA  is  listed  in  Appendix  B of  the  JTR  for  each  officer  and  enlisted 
grade  at  the  with  and  without  dependents  BAQ  rate.  For  example,  a 
housing  index  of  110%  produces  a SHA  equal  to  107o  of  the  BAQ  for  the 
appropriate  grade  and  dependency  status.  Sample  pages  from  Appendix  A 
and  B of  the  JTR  are  included  in  Appendix  A of  this  paper.  The  FY  77 
President's  Budget  shows  a SHA  cost  of  $90.  3 million.  Thus,  members 
stationed  outside  CONUS  and  not  provided  with  government  quarters  cfo 
not  experience  a decrease  in  disposable  income  when  housing  costs 
exceed  the  BAQ. 

^ Telecon  with  Colonel  W.  E.  Dyson,  Per  Diem  Travel  and  Transportation 
Allowance  Committee,  7 July  1976, 
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Total  "Geographical  Pay  Adjustments" 

Prior  studies  and  the  Congressional  tasking  for  this  study  are 
limited  to  what  might  be  described  as  the  equalization  of  housing  costs. 

It  may  be  argued  that  since  cost  variations  across  the  country  are 
related  to  all  living  costs  the  objective  should  be  to  equalize  disposable 
income  for  military  members  in  CONUS.  The  equalization  mechanism 
might  then  be  a single  supplement  to  military  equivalent  salary  --an 
allowance  to  act  as  a "geographical  pay  adjustment"  (GPA).  If  overall 
price  indexes  for  all  areas  in  which  military  installations  are  located 
were  available,  then  a GPA  based  upon  these  indexes  could  be  used  to 
bring  about  equality  across  areas  in  the  purchasing  power  of  Regular 
Military  Compensation  (RMC).  Such  an  adjustment  might  be  considered 
a "first-best"  solution  to  the  problem  of  allowances  to  meet  costs 
imposed  by  assignments.  Since  an  overall  price  index  for  each  area  is 
not  available,  it  may  be  possible  to  base  a GPA  on  the  available  living 
cost  data.  It  first  must  be  determined  whether  a GPA  based  upon  a 
specific  commodity  price  index  would  eliminate,  reduce,  or  increase 
the  geographic  variation  in  real  income. 

Analysis  of  the  variation  in  various  components  of  the  Consumer 
Price  Index, such  as  food,  rent,  clothing,  medical  and  transportation, 
shows  that  the  main  contributor  to  the  variation  in  the  overall  index  is 
the  housing  component.  This  is  trtie  because  (I)  the  geographic  variation 
in  housing  costs  is  substantially  larger  than  the  geographic  variation 
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in  any  other  commodity  index,  and  (Z)  housing  has  a larger  share  in  the  ! 

total  budget  than  any  other  commodity. 

Since  the  various  commodity  price  indexes  tend  to  move  together, 

, a GPA  based  on  one  of  the  commodity  indexes  would  be  a move  towards 

equity  as  long  as  an  adjustment  is  made  only  to  the  portion  of  income 

spent  on  the  index  commodity.  If  a GPA  were  to  be  based  on  a single  | 

' index  commodity,  the  "best"  index  commodity  appears  to  be  housing.  ) ' 

Geographic  variation  in  housing  costs  appears  to  be  the  major  contributor 

to  the  geographic  variation  in  the  overall  price  index.  Thus  it  appears 

i ' ' 

that  the  concept  of  a VHA,  limited  to  housing  costs,  is  a 

I 

reasonable  approach  to  the  problem  of  living  cost  variations  experienced  | 

by  military  personnel  assigned  to  CONUS. 

The  Need  for  a VHA 

The  need  for  a VHA  must  be  based  upon  a demonstration  of 
significant  military  housing  cost  variation  across  the  United  States. 

In  January  of  each  year,  the  Navy  collects  military  family  owner 
and  renter  costs  for  all  services'  off-post  personnel.  This  data  will 
be  discussed  in  more  detail  later.  Average  military  family  monthly 
housing  cost  (MHC)  data  for  118  CONUS  installations  are  presented  in 
Tables  B-1,  2 and  3 of  Appendix  B. 


On  the  average,  military  personnel  spend  about  49  percent  more 
than  their  BAQ  on  housing.  They  spend  an  average  of  about  24.  2 percent 


9 


of  their  RMC^  on  housing.  However,  there  are  substantial,  even 
dramatic,  differences  in  military  housing  costs  across  the  country. 

Table  1 presents  for  comparison  purposes  the  weighted  averages  and  the 
range  of  the  ratio  of  MHC  to  BAQ  and  MHC  to  RMC  for  the  118  installations. 

TABLE  1 

RATIO  AVERAGE  AND  RANGE  OF  MONTHLY  HOUSING  COST 
TO  BASIC  ALLOWANCE  FOR  QUARTERS,  AND  REGULAR 
MILITARY  COMPENSATION 


Average  Average  MHC/ BA Q MHC  /RMC 


BAQ 

RMC 

Average 

Low 

High 

Average 

Low 

High 

Officer 

210 

1600 

1, 68 

1.  13 

2.  17 

.218 

, 148 

.285 

Enlisted 

138 

797 

1.45 

1.  10 

1.  77 

.251 

. 190 

. 307 

All 

148 

906 

1. 49 

1.  12 

1.  81 

.242 

. 182 

. 294 

Table  Z compares  the  average  BAQ  received  to  the  average  housing 
expenditures.  At  no  installation  included  in  the  NAVFAC  survey  does 
the  average  officer  or  enlisted  member  obtain  housing  for  less  than  his 

TABLE  2 

AVERAGE  BAQ,  AVERAGE  HOUSING  COST  AND 
THE  RANGE  OF  HOUSING  COST 

Average MHC 

BAQ Average  High  Low 

Officer  $208  $350  $456(New  York)  $236(Ft.  Polk)  $220 

Enlisted  138  200  245(Los  AngAFS)15  l(Ft.  Wood)  94 

All  148  220  267(Boston)  165(Ft.  Polk)  jqz 


^ RMC  is  the  rough  equivalent  of  a civilian  salary  and  includes  basic  pay, 
basic  allowance  for  quarters  (BAQ),  basic  allowance  for  subsistence 
(BAS)  and  the  tax  advantage  which  results  from  the  nontaxability  of  BAQ 
and  BAS. 
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BAQ.  Officers  spend  between  $236  and  $456  per  month  for  housing. 
Officers  thus  spent  froni  13%  to  117%  or  $28  to  $248  more  than  their  BAQ 
on  housing.  An  officer  can  thus  experience  a $220  reduction  in  spendable 
income  if  reassigned  from  Ft.  Polk,  La.  , to  New  York  City.  For  com- 
parison purposes,  the  average  officer  spends  about  $400  a month  in  San 
Diego,  Calif.  , or  $192  over  his  average  BAQ,  Enlisted  members  spend 
between  $151  and  $245  for  housing.  Enlisted  members  thus  spend  from 
10%  to  77%  or  $13  to  $107  more  than  their  BAQ.  For  example,  the 
average  enlisted  member  is  spending  about  $210  a month  in  San  Diego, 
Calif.  An  enlisted  reassignment  could  mean  a reduction  in  spendable 

income  of  $94.  These  reductions  would  be  even  greater  if  the  member 

I 

moved  from  government  quarters  to  off-post  quarters,  since  the  average 
BAQ  for  all  personnel  is  $148  or  $17  less  than  the  average  housing  cost 
a.t  the  lowest  cost  installation. 

This  data  clearly  shows  the  need  to  consider  some  form  of  a VHA 
to  more  nearly  equalize  housing  costs  for  service  members  in  the  CONUS. 
The  large  cost  variation  can  significantly  change  the  member's  standard 
of  living  as  a function  of  his  assigned  military  duty  location.  Upon 
reassignment  to  a high  cost  area,  the  member  not  only  spends  more  for 
housing,  but  he  typically  obtains  housing  of  less  "quality"  since  his 

fixed  income  doesn't  edlow  him  to  spend  a sufficient  amount  of  money  to 
obtain  housing  of  comparable  "quality"  to  that  at  his  last  duty  station. 

The  large  housing  cost  variation  is  in  addition  to  rapidly  rising  rents, 


housing  prices,  interest  rates  and  utility  costs  which  further  add  to 
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housing  costs  over  time. 

The  Civilian  Data  Base  Determining  Housing  Cost  Variations  in  U.S. 

To  determine  how  much  variation  in  housing  costs  there  is  at 
different  locations  in  CONUS,  several  non-military  sources  of  data  on 
housing  costs,  both  public  and  private,  were  investigated. 

a.  The  public  data  from  FHA  similar  to  that  used  by  the  1969  Navy 
proposal  was  used  as  a starting  point.  After  analyzing  the  housing  costs 
published  by  FHA,  how-ever,  it  was  concluded  that  this  data  did  not  pro- 
vide a good  basis  for  establishing  a VHA  for  several  reasons; 

(1)  In  August  of  1974,  the  FHA  mortgage  limitation  was  raised 
from  $33, 000  to  $45,  000  on  the  mortgage  of  a home  which  would  be  in- 
sured by  I HA  --  a rather  low  ceiling.  In  1973,  FHA- guaranteed  pur- 
chases represented  only  about  6%  of  the  home  purchase  market.  In 
addition,  there  are  considerable  differences  between  the  typical  house 
financed  under  the  FHA  program  and  those  financed  under  conventional 
mortgages.  In  short,  FHA  financed  home  purchases  are  a small  and 
unrepresentative  segment  of  the  market. 

(2)  Even  if  the  FHA  data  were  reliable  as  a source  of  housing 
costs,  the  fact  that  many  military  personnel  arc  assigned  to  locations 
not  covered  by  the  FHA  data  on  Standard  Metropolitan  Statistical  Areas 
(SMSA)  would  make  it  inadequate  as  a basis  for  establishing  a VHA. 

(3)  The  FHA  data  covers  only  ownership  housing  costs.  Since  a 


major  portion  of  military  personnel  stationed  in  CONUS  rent  their 
housing,  a more  appropriate  basis  for  establishing  a VHA  is  rental 
costs  or  a combination  of  owner  and  rental  costs. 

b.  The  bureau  of  the  Census  publishes  detailed  data  on  both  rental 
and  home  ownership  costs.  The  Census  data  does  not  cover  many  areas 
where  military  installations  are  located  and  the  data  is  collected  only 
once  every  ten  years.  Significant  change  has  occurred  in  the  housing 
market  since  the  last  Census  of  Housing  was  taken  in  1970,  and  that 
change  has  not  impacted  uniformly  across  the  United  States,  A respon- 
sive VHA  system  would  probably  need  to  be  adjusted  more  often  than 
every  ten  years. 

c.  A third  possible  source  of  housing  and  other  living  cost  data  is 
the  Bureau  of  Labor  Statistics.  BLS  publishes  on  a continuing  basis, 
two  regional  series  pertaining  to  price  levels  or  living  costs.  The  first 
series  is  a consumer  price  index  based  on  expenditures  for  lood,  housing, 
apparel  and  upkeep,  transportation  and  health  and  recreation  which  is 
constructed  for  56  geographic  areas.  These  area  consumer  price  in- 
dexes are  time  price  indexes  which  have  as  a base  January  1967.  The 
indexes  indicate  period  to  period  price  changes  within  a particular  area 
and  cannot  be  used  to  infer  interarea  variation  in  price  levels.  Fach 
area  index  has  a base  period  index  of  100  for  January  1967,  but  a 
January  1967  index  of  100  in  one  area  does  not  indicate  the  same  level 

of  prices  as  an  index  of  100  for  another  area.  It  is  not  possible  to 
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infer  how  much  interarea  variation  there  is  in  prices  from  these  indexes, 
and  they  could  not  be  incorporated  into  construction  of  a VHA. 

d.  A second  BLS  data  series,  the  Urban  Family  Standard  Budgets, 
can  be  used  to  make  inferences  about  interarea  variation  in  living  costs. 
The  budget  (nominal  income)  required  to  obtain  "lower,"  "intermediate," 
and  "higher"  standards  of  living  are  computed  yearly  in  Autumn  for  38 
CONUS  metropolitan  areas  and  4 non-metropolitan  areas.  The  total 
budget  required  to  obtain  each  specified  level  of  living  in  each  area  is 
decomposed  into  the  following  commodity  categories:  food,  housing, 
transportation,  clothing,  personal  care,  medical  care,  and  other  items. 
For  each  geographic  area,  cost-of-living  (COL)  indexes  at  each  level 
of  living  are  computed  for  the  total  budget  and  each  commodity  category 
within  the  total  budget  by  dividing  the  expenditures  required  in  the  given 
budget  category  by  the  national  average  expenditure  for  that  category. 

This  data  series  is  inadequate  because; 

(1)  The  commodity  baskets  are  not  held  constant,  in  many  cases, 
from  area  to  area.  Therefore,  the  indexes  are  COL  and  not  price 
indexes.  Using  June  1974  CONUS  force  strength  data,  it  is  estimated 
that  there  are  262,  000  personnel  in  the  38  metropolitan  areas;  only 

20  percent  of  total  CONUS  personnel  at  that  time. 

(2)  If  there  is  significant  variation  in  living  costs  among  the  in- 


stallations located  in  the  non-metropolitan  areas,  the  four  regional 
non-metropolitan  indexes  could  not  be  used  as  the  basis  for  a VUA  for 


the  80  percent  of  personnel  not  located  in  the  38  metropolitan  areas 
for  which  COL  indexes  are  computed. 
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(3)  There  are  many  large  metropolitan  areas  excluded  which 
contain  military  personnel.  Also,  there  is  likely  to  be  significant  \ari- 
ation  across  areas  in  living  costs  within  each  of  the  four  "non-metro- 
politan" areas.  These  indexes  would  not  accurately  reflect  the  living 
costs  of  substantial  numbers  of  CONUS  military  personnel. 

e.  A study  conducted  in  1969  by  the  National  Industrial  Conference 
Board  ^ looked  into  the  feasibility  of  geographic  pay  adjustments  for 
white  collar  workers  employed  by  national  companies  (most  of  whom 
still  pay  a single  salary  to  white  collar  workers  regardless  of  location). 
The  Family  Budgets  indexes,  as  well  as  all  other  data,  were  found  in- 
adequate for  the  same  reasons  as  cited  above.  Indexes  are  not  avail- 
able for  a substantial  number  of  areas  in  which  white  collar  workers 
are  located. 

f.  Other  sources  of  data  on  regional  variation  in  prices  were  ex- 
amined and  found  inadequate  for  the  purposes  of  a VHA.  The  Federal 
Home  Loan  Bank  Board  computes  average  transaction  prices  of  new  arid 

existing  homes  for  18  major  U.S.  cities  on  a monthly  basis.  The  fact 
that  these  prices  are  for  only  18  areas  makes  them  inadequate  for 


1 


The  Impact  of  Geographic  Differentials  in  Cost-of- Living  within  the 
United  States  on  Exempt  Compensation,  Fox,  H.  , The  National 
Industrial  Conference  Board,  New  York,  New  York,  December,  1969. 


VHA  purposes.  A more  comprehensive  data  source  is  the  National 
Association  of  Home  Builder's  index  of  construction  costs,  which  is 
constructed  bi-monthly  for  approximately  400  geographic  areas. 

The  basic  inadequacy  of  this  index  is  that  the  land  component  of 
housing  prices,  which  is  likely  to  be  one  of  the  significant  sources  of 
geographic  variation  in  housing  costs,  is  not  included.  Also,  since 

it  is  an  index  of  construction  costs  of  new  housing,  it  does  not  reflect 
prices  of  existing  housing. 

Thus,  the  available  housing  cost  indexes  are  not  sufficient  to 
support  a VHA.  Most  of  the  available  indexes  do  not  address  rental 
and  owner  housing  and/or  are  established  infrequently.  The  more 
current  indexes  are  severly  limited  in  their  usefulness  because  of  the 
large  number  of  military  installations  which  are  not  in  areas  covered 


by  the  survey.  Many  of  the  military  inst^llatioTrs...a^  in  quasi  remote 
areas  where  data  on  the  nearest  city  or  statistical  area^Oul^not  be 


repre  sentative . 

The  only  source  of  data  currently  available  pertaining  to  military 
personnel  owner  and  renter  housing  costs  is  contained  in  the  annual 
survey  conducted  by  the  Naval  Facilities  Engineering  Command. 

The  Military  Data  Base  for  Determining  Housing  Cost  Variation  in  the 

U.S. 


I 


i 


* J 


The  Naval  Facilities  Engineering  Command  (NAVFAC)  has  Depart- 
ment of  Defense  responsibility  to  annually  collect  housing  cost  data  for 
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military  members  residing  off  post  at  military  installations.  It  uses 
a Family  Housing  Questionnaire,  distributed  at  the  end  of  January  of 
each  year,  to  obtain  family  housing  expenditure  data  along  with  other 
housing  data.  NAVFAC  surveys  personnel  with  dependents  (for  con- 
venience, "married  personnel")  at  CONUS  installations  and  obtains 
estimates,  by  rank,  of  average  monthly  housing  expenditures.  The 
expenditure  data  includes  rent  or  mortgage  payment,  property  taxes, 
utilities  (excluding  telephone)  and  average  maintenance  costs.  The 
CONUS  expenditure  data  doesn't  include  initial  occupancy  and  termination 
costs  similar  to  those  collected  overseas. 

Only  installations  desiring  new  construction  or  leasing  programs 
must  conduct  the  NAVFAC  survey.  However,  some  surveys  are 
required  to  revalidate  prior  surveys  and  some  surveys  are  performed 
simply  because  the  installation  wishes  to  be  surveyed.  For  the  last 
4 or  5 years  these  criteria  have  produced  survey  results  for  roughly 
85%  to  95%  of  the  CONUS  force.  Since  the  minimum  size  of  new 
construction  projects  is  100  units  and  the  minimum  s’ze  of  a new  leasing 
project  is  Z5  units,  the  minimum  size  installation  surveyed  has  roughly 
500  people.  The  survey  goes  to  a sufficiently  large  random  sample  of 
personnel  at  the  installation  so  that  statistically  valid  data  is  obtained  on 
the  availability  of  adequate  off  post  quarters  for  each  pay  grade.  To 
reflect  local  demand  and  local  conditions.  Navy  surveys  of  installations 


where  fleet  units  are  home  ported  include  personnel  on  sea  duty  who 


are  home  ported  in  the  CONUS.  However,  for  personnel  to  actually  be 
included  in  the  survey  their  ship  must  be  in  port  on  the  31st  of  January 
when  the  survey  is  distributed. 

The  housing  expenditure  data  collected  in  the  annual  NAVFAC 
survey  are  the  only  data  currently  available  on  prices  paid  for  housing 
by  military  personnel  on  an  installation-by-installation  basis. 

The  data  used  in  this  paper  was  collected  in  January  of  1975,  and 
thus  comparisons  are  made  to  Basic  Allowance  for  Quarters  (BAQ) 
rates  in  effect  at  that  time  (1  Oct.  74  rates).  The  1975  NAVFAC  data 
provides  an  adequate  data  base  to  describe  average  housing  expenditures 
for  all  married  personnel  living  off -post  at  1 1 8 CONUS  installations. 

Average  housing  expenditures  for  both  owners  and  renters  are 
combined  for  each  installation.  The  fraction  of  personnel  renting  and 
buying  at  each  installation  is  a function  of  the  local  housing  market, 
and  both  groups  are  included  to  properly  represent  actually  experienced 
off  post  housing  costs.  It  can  be  argued  that  the  government  should  not 
pay  "investment"  costs  of  home  ownership,  and  that  rental  costs  more 
properly  reflect  "true"  costs  of  housing  to  the  military  member,  but, 
it  is  a fact  that  the  military  member  is  a captive  of  the  off  post  housing 
market  where  he  is  assigned.  Thus,  even  though  the  member  may  wish 
to  rent,  he  is  forced  to  buy  in  many  cases  because  adequate  housing 
cannot  be  rented  to  meet  the  member's  family  needs  in  reasonable 
proximity  to  his  duty  location. 
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The  question  is  then  not  whether  owner  costs  should  be  included, 
but  how  owner  costs  should  be  included.  The  best  way  to  include  home 
ownership  costs  is  to  use  the  "fair  market  rental  value"  of  the  home.  A 
rather  good  estimate  of  the  rental  value  might  be  made  by  the  owner 
since  he  is  familiar  with  rental  rates  in  his  neighborhood  and  because 
he  probably  just  recently  investigated  owner/renter  costs  in  the  process 
of  choosing  where  he  wished  to  live  and  whether  he  should  rent  or  buy. 

A small  study  using  professional  rent  appraisers  would  be  necessary 
to  determine  how  accurately  owners  can  estimate  rental  values  before 
such  an  approach  could  be  incorporated  into  a VHA  base.  It  is  proble- 
matical whether  such  a procedure  would  be  acceptable  to  the  Congress 
even  if  the  accuracy  of  member  estimates  could  be  demonstrated. 

Ownership  costs  currently  collected  include  the  monthly  mortgage 
payment,  property  taxes,  and  maintenance  costs,  but  they  do  not 
include  consideration  of  (1)  income  tax  reductions  which  result  from 
[ income  tax  laws  structured  to  encourage  home  ownership,  (2)  the 

opportunity  costs  of  forgone  interest  on  home  equity,  (3)  any  capital 
gain  and  capital  gain  tax  realized  upon  the  sale  of  a home,  (4)  closing 

costs  and  loan  points  paid  upon  home  purchase,  and  (5)  realtor  costs 

i 

paid  upon  home  sale.  It  is  thus  difficult  to  estimate  whether  the  cur- 
rently collected  data  understates  or  overstates  true  monthly  ownership 
costs  during  occupancy.  To  avoid  these  issues,  an  estimate  of  the  rental 


f 
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value  of  owner-occupied  honies,  estimated  by  the  owner  or  by  professional 
rent  appraisers  could  be  used. 

The  average  renter,  owner  and  combined  monthly  costs  along  with 
the  percent  of  off-post  renters  for  families  living  off-post  are  shown 
in  Table  D- 1 of  Appendix  D. 

The  intermediate  and  senior  grade  officer  and  enlisted  members 
are  more  likely  to  be  home  owners  than  those  in  the  junioi’  grades;  the 
rate  increases  with  grade  increases  for  both  officer  and  enlisted  mem- 
bers. Of  those  who  live  off-post,  about  70%  of  officers  and  20%  of 
enlisted  members  own  their  homes.  By  comparison,  U.S.  families 
and  primary  individual  home  ownership  ranges  from  51%  for  those  with 
$5,000  income , to  62%  for  those  with  income  of  $5, 000  to  $14,  999,  to 
81%  for  those  with  over  $15,000  income.  ^ In  1 975,  the  average  officer 
RMC  was  $19, 000  and  the  average  enlisted  RMC  was  $9,  500  for  the 
grades  covered  by  the  NAVFAC  survey.  Thus,  officers  and  enlisted 
members  living  off-post  have  lower  ownership  percentages  than  civilians 
of  comparable  income.  If  military  members  living  in  government 
quarters, 2 i.  e.  , "renting",  were  included  in  the  calculations,  the  per- 
centage of  military  he  leowners  would  be  significantly  reduced. 

^ Current  Housing  Reports  Annual  Housing  Survey:  1973,  Part  C,  Series 
H-150-73C,  BLS/HUD  United  States  Government  Printing  Office. 

^ About  37%  of  CONUS  military  families  occupy  government  housing 
according  to  a November  1975  Navy  Personnel  Research  and  Develop- 
ment Center  study  title,  "Department  of  Defense  Family  Housing  Pre- 
ference Survey. " 
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Officer  owners  on  the  average  pay  $90  per  month  more  for  housing 
than  officer  renters  ($385  versus  $295)  and  enlisted  owners  pay  $55  per 
month  more  than  enlisted  renters  ($245  versus  $190).  Both  groups  pay 
more  than  their  respective  average  BAQ  ($210  for  officers  and  $138  for 
enlisted  members).  Thus,  a VHA  appears  warranted  whether  only 
renter  costs  or  a combination  of  renter  and  owner  costs  are  considered. 

The  NAVFAC  data  described  above  covers  only  married  personnel. 
There  is  no  comparable  data  available  for  single  personnel  living  off 
post.  A later  section  of  the  paper  contains  recommendations  for 
gathering  single  data  along  with  expanded  family  data  as  required  to 
properly  implement  a VHA. 

VHA  Base 

A VHA  would  be  based  on  some  reference,  or  base  amount.  A 
number  of  bases  are  potentially  available.  BAQ  is  an  obvious  base.  It 
is  historically  intended  to  meet  the  costs  of  off-post  housing.  BAQ  does 
not  currently  do  so.  ^ 

Other  bases  could  logically  relate  VHA  to  national  average  civilian 
monthly  housing  costs,  or  the  national  average  of  military  monthly 
housing  cost,  particularly  if  it  were  to  vary  significantly  from  the 
civilian  figure.  A possible  base  is  the  average  government  housing 
cost,  or  the  value  of  those  quarters.  It  is  evident  that  many  of  these 


J QRMC  Staff  Research  Paper,  "Quarters,"  9 April  J 976,  as  updated 
24  September  1976, 
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alternative  bases  could  be  a new  base  for  BAQ.  Thus,  the  VHA  plan 
costs  developed  in  this  paper  should  be  viewed  in  the  context  of  costs 
associated  with  changes  in  the  reference  base.  As  a point  of  interest, 
it  is  noted  that  the  overseas  housing  allowance  for  Federal  civilian 
employees  is  the  average  total  housing  costs  at  an  overseas  installation. 

Thus,  the  base  for  the  Federal  civilian  living  quarters  allowance  is  zero 

dollars.  | 

Housing  Indexes 

Variable  housing  allowance  plans  can  be  based  on  absolute  dollar 
differences  in  monthly  housing  costs  (MHC)  or  on  percent  differences  in  > 

MHC  in  the  form  of  a housing  index. 

Two  different  housing  indexes  can  be  used.  The  first  index  is  a 
housing  cost  index  (HCI),  which  characterizes  housing  costs  at  each 
installation  as  a multiple  of  the  average  CONUS  military  monthly  housing 
costs.  The  second  index  is  a housing  allowance  index  (HAI)  which 
characterizes  housing  costs  at  each  installation  as  a multiple  of  the 
average  basic  allowance  for  quarters  (BAQ)  received  by  military  members 
living  off-post.  It  will  later  be  shown  that  the  cost  of  a CONUS  VHA  is 
independent  of  the  choice  of  index  used  to  group  installations. 

a.  Housing  Cost  Index 

To  construct  a housing  cost  index  for  each  installation,  a single 


measure  of  monthly  housing  cost  (MHC)  was  developed  at  each  installa- 
tion, Measures  of  MHC  were  computed  for  officers  and  enlisted  personnel 
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separately  and  then  combined  into  a composite  MHC  figure.  The  officer 
MHC  was  computed  by  using  the  average  MHC  of  officers  in  pay  grades 
0-1  through  0-6  weighted  in  proportion  to  the  number  of  officers  in  each 
pay  grade  stationed  in  CONUS.  The  enlisted  MHC  was  constructed 
, similarly  using  enlisted  pay  grades  E-3  through  E-8.  Pay  grades  E-1, 
E-2  and  E-9  were  not  adequately  represented  in  the  sample  and  therefore 
were  excluded  from  the  calculations.  These  excluded  grades  represented 
only  9 percent  of  all  enlisted  married  personnel  and  therefore  their  exclu- 
sion introduces  insignificant  errors.  The  composite  MHC  was  calculated 
by  combining  officer  and  enlisted  MHCs  weighted  by  the  percentage  of 
CONUS  personnel  in  the  pay  grades  studied  in  these  two  groups. 

Constant  grade  weights  were  used  in  constructing  the  MHC  at  the 
different  installations  to  insure  that  the  only  source  of  variation  from 
installation  to  installation  is  the  variation  of  housing  costs  themselves. 

If  variable  weights  were  used  (where  the  weights  reflect  the  actual  force 
distribution  at  each  installation),  the  weights  themselves  would  be  an 
added  source  of  variation  and  therefore  would  make  inferences  from  the 
computed  numbers  less  meaningful. 

Housing  cost  indexes  were  then  calculated  as  the  ratio  of  the 
weighted  average  MHC  of  each  installation  to  the  CONUS-wide  weighted 
average  MHC.  Table  B-1  in  Appendix  B shows  the  composite  MHCs 
and  the  MHC  indexes  for  each  of  the  118  CONUS  installations  ranked 
by  MHC  from  highest  to  lowest.  It  also  displays  the  ratio  of  monthly 
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hcnisinp  cost  to  the  DAQ  and  the  ratio  of  monthly  housing  cost  to  RMC. 

For  all  personnel,  the  MHC  index  ranges  from  . 75  (F t.  Polk,  La.) 
to  1.21  (Boston,  Mass.).  Conceptually,  these  indexes  would  be 
indexes  of  prices  of  housing  if  the  quantity  and  quality  of  housing  were 
lield  constant  from  area  to  area.  Since  there  is  no  attempt  to  control 
for  these  factors  in  the  NAVFAC  survey,  it  is  not  clear  whether  these 
indexes  indicate  interarea  variation  in  price,  interarea  variation  in  the 
quantity  and/or  quality  of  housing  or  some  combination  of  the  two. 

It  is  reasonable  to  assume,  however,  that  housing  prices  and 
quantity  and  quality  as  experienced  by  military  personnel  tend  to  be 
negatively  related.  That  is,  military  personnel  with  a fixed  income 
assigned  to  high  priced  areas  will  tend  to  acquire  housing  v/hich  is 
either  smaller  or  has  less  desirable  attributes  than  the  housing  acquired 
by  personnel  assigned  to  low  priced  areas.  Thus,  as  housing  costs  go 
up,  personnel  will  not  absorb  all  of  the  housing  dollar  co sLincrease  from 
other  expenditure  categories,  such  as  food,  transportation,  or  clothing, 
but  will  in  part  also  accept  a "lesser  house"  as  part  of  the  lower  standard 
of  living  experienced  in  the  high  housing  cost  area.  Based  on  this 
assumption,  the  range  of  expenditure  indexes  constructed  with  the 
NAVF\C  data  may  be  a lower  limit  on  the  range  of  pure  price  indexes 
for  these  areas.  Interarea  variation  in  housing  prices  may  be  somewhat 
larger  than  those  estimated  from  the  NAVFAC  Survey  expenditure  data. 
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Military  personnel  living  in  government  quarters  do  not  experi-  ! | i 

ence  these  housing  cost  variations  as  they  are  reassigned  provided  they 
continue  to  occupy  government  quarters.  However,  there  is  wide  | 

variance  in  the  value  of  housing  received,  ^ ana  thus  the  standard  of 

i ; 

living  varies  substantially.  ■ 

i 

I 

With  MHC  indexes  ranging  from  0.  6745  to  1.  3021,  the  feasibility  1 j 

of  administering  a VHA  can  depend  in  part  upon  the  ability  to  reduce  a 
large  number  of  indexes,  as  represented  by  the  118  in  the  sample,  to 
some  limited  number  of  VHA  groups  that  are  both  reasonably  accurate 
and  also  manageable. 

Using  the  MHC  indexes,  it  is  possible  to  group  installations  for 
the  purpose  of  implementing  a VHA.  Installations  should  probably  be 
grouped  into  a relatively  small  number  of  VHA  categories  or  zones, 
rather  than  making  a different  VHA  adjustment  at  each  CONUS  installa- 
tion. There  are  several  reasons  for  this.  First,  the  survey  data  which 
contains  normal  sampling  errors  probably  isn't  accurate  enough  to  justify 
exact  translation  of  every  index  into  an  entitlement.  Even  though  the 
average  expenditure  at  one  post  might  be  slightly  higher  or  lower  than 
another,  use  of  the  same  rate  at  each  post  is  justified.  Second,  a plan 
with  a relatively  small  number  of  categories  may  be  easier  to  administer. 

Third,  and  more  subjectively,  a plan  with  only  a small  number  of 

^ OSD-OMB  Housing  Study  Report  (Draft),  31  October  1975. 
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possible  VHA  adjustments  to  BAQ  may  be  more  easily  comprehended 
and  therefore  more  acceptable  to  military  personnel,  the  Congress  and 
the  public. 

Several  considerations  influence  the  most  appropriate  number 
of  VHA  categories.  First,  the  fewer  categories  there  are,  the  admin- 
istratively simpler  the  plan  will  be,  though  with  the  use  of  computers 
this  is  a minor  advantage.  Second,  categories  should  be  established  on 
the  basis  of  what  are  felt  to  be  significant  or  real  differences  in  MHC. 
Too  narrow  a range  on  the  categories  will  result  in  different  VHAs 
being  paid  at  different  installations,  even  though  the  differences  in 
MHC  are  "unimportant.  " On  the  other  hand,  the  ranges  should  not  be 
so  broad  that  installations  with  very  dissimilar  housing  costs  are  placed 
in  the  same  category.  Judgments  need  to  be  made  as  to  what  constitutes 
an  "important"  difference  in  housing  costs.  Third,  the  fewer  the  cate- 
gories there  are,  the  greater  will  be  the  likelihood  than  an  installation 
will  fall  into  the  category  in  which  it  "really"  belongs.  That  is,  the 
chance  that  sampling  errors  will  result  in  an  installation  being  mis- 
placed is  reduced. 

These  criteria  suggest  that  the  number  of  categories  should  be 
as  small  as  possible  consistent  with  judgment  as  to  what  constitutes 
"important"  changes  in  housing  costs.  Three  alternative  VHA 
categorization  plans  are  presented  in  Tables  3,  4,  and  5.  These  plans 
are  examples  of  how  the  118  installations  could  be  grouped  into  VHA 


PERCENT  VHA  CATEGORIZATION  PLAN 
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categories.  If  a VHA  were  adopted,  all  installations  not  included  in  the 
groupings  based  on  1975  NAVFAC  survey  data  would  also  have  to  be  in- 
cluded. The  proposed  groupings  are  based  on  the  combined  officer  and 
enlisted  data  in  Table  B-1  of  Appendix  B.  The  officer  and  enlisted 
installation  MHC  rankings  were  found  to  be  highly  correlated.  Thus 
separate  grouping  plans  are  not  required.  This  eliminates  the  need  to 
explain  to  members  why  a certain  installation  would  have  a different 
VHA  grouping  for  officers  and  for  enlisted  personnel.  However,  as 
shown  later,  the  VHA  at  each  installation  may  differ  for  officer  and 
enlisted  members. 

The  three  plans  are  based  on  5 percent,  10  percent  and  15  per- 
cent increments  in  the  monthly  housing  cost  (MHC)  index.  The  tables 
show  the  number  of  VHA  categories  generated  by  each  plan,  the  range  of 
the  MHC  index  and  of  the  MHC  in  each  category,  and  the  percentage  of 
CONUS  personnel  who  are  estimated  to  fall  in  each  VHA  category  based 
on  the  118  installations  in  the  sample.  Since  the  118  installations  repre- 
sent about  74%  of  the  CONUS  personnel,  inclusion  of  the  other  <^5%  would 
not  be  expected  to  alter  the  percentages. 

The  range  of  MHC  within  each  of  the  VHA  categories  is  about 
$10  in  the  5 percent  plan,  $20  in  the  10  percent  plan,  and  $30  in  the  15 
percent  plan. 

A plan  based  upon  5 percent  changes  in  the  MHC  index  is  con- 
sidered too  narrow.  On  average,  only  a $5  change  would  result  in  a 
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change  of  VHA  category.  Also,  a $10  change  in  a VHA  is  likely  to  be 
viewed  by  most  military  personnel  as  an  insignificant  change  in  housing 
costs.  There  are  10  VHA  categories  in  this  five  percent  plan  and  some 
installations  are  likely  to  be  "misplaced"  (i.  e.  , be  in  categories  other 
than  the  one  in  which  they  should  truly  be  if  MHC  were  known  without 
error). 

In  plans  based  upon  10  percent  and  15  percent  changes  in  the 
MHC  index  the  number  of  categories  is  reasonably  small,  6 in  the  former 
case  and  4 in  the  latter  case.  A rough  categorization,  based  on  these 
percentages,  of  the  major  installations  in  CONUS  is  presented  in 
Appendix  C.  The  dollar  range  of  housing  costs  in  each  is  sufficiently 
broad,  $20  and  $30,  that  the  likelihood  of  "misplacing"  installations  is 
small.  An  installation's  MHC  would  have  to  change  by  relatively  signifi- 
cant amounts  of  $10  or  $15,  on  average,  for  it  to  move  from  one  cate- 
gory to  another.  Smaller  changes  in  MHC  would  not  induce  movement. 
Thus,  the  ranges  in  both  plans  appear  to  reflect  "important"  changes  in 
housing  costs.  However,  the  $28  difference  between  enlisted  categories, 
in  the  15  percent  plan  represents  roughly  20%  of  the  average  enlisted 
BAQ.  This  is  likely  to  be  perceived  as  a significant  and  noticeable 
change  in  housing  costs  and  also  appears  to  be  excessively  large. 

A VHA  category  plan  based  on  10  percent  increments  produces 
average  enlisted  and  officer  differences  between  categories  of  approxi- 
mately $20  and  $30,  The  15  percent  plan  produces  $30  and  $50  enlisted 


and  officer  differences.  On  balance,  the  10  percent  plan  producing  6 
VHA  categories,  with  a category  range  of  $20  for  enlisted  and  $30  for 
officers,  appears  to  be  a good  compromise  between  the  number  of 
categories  and  the  average  differences  between  categories  in  both  the 
officer  and  enlisted -groups. 

b.  Housing  Allowance  Index 


The  housing  allowance  (HA)  index  is  the  ratio  of  monthly  housing 
costs  and  average  BAQ  expressed  as  a percentage  of  BAQ.  This  is 
the  index  that  is  used  for  the  overseas  SHA.  The  HA  index  is  rounded  to 
the  nearest  5%.  The  tables  in  Appendix  B present  the  ratio  of  MHC  to 
BAQ  for  each  of  the  118  CONUS  installations  in  the  study.  This  ratio 
times  100  yields  the  HA  index.  The  officer  HA  index  ranges  from  115% 
to  215%  and  the  enlisted  HA  index  ranges  from  110%  to  175%.  SV«  e the 
HA  index  is  rounded  to  the  nearest  5%,  this  method  of  grouping 
installations  will  produce  about  25  categories. 

Taxability  of  a VHA 

A VHA  should  be  treated  as  an  allowance  paid  to  individuals  for  cost 
reimbursement  over  and  above  some  selected  housing  cost  base.  Similar 
military  and  Federal  civilian  allowances  are  not  taxed.  The  military  over- 
seas housing  allowance  (HA)  and  cost  of  living  allowance  (COLA)  are  not 
taxable.  The  Federal  civilian  overseas  living  quarters  allowance  (like 
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HA)  and  post  allowance  (like  COLA)  are  likewise  not  taxable.  Thus,  the 
VHA  should  not  be  taxable. 

VHA  Plans  Based  on  Current  BAQ 

Two  methods  of  structuring  a VHA  under  a pays  and  allowance  system 
are  the  Housing  Cost  Index  Method  and  the  Housing  Allowance  Index  Method 
using  the  current  BAQ  as  the  starting  base.  This  base  follows  the 
historical  intent  of  BAQ  to  pay  for  off-post  housing  costs  when  government 
quarters  are  unavailable.  The  overseas  SHA  uses  BAQ  as  the  base  so 
this  is  a logical  base  to  consider  first.  The  SHA  payment  is  determined 
as  the  amount  necessary  to  make  up  the  difference  between  BAQ  and 
average  officer  and  enlisted  off-post  housing  costs. 

The  first  method  of  structuring  a CONUS  VHA  is  the  HCI  method 
grouping  installations  in  VHA  categories  as  previously  described.  This 
will  be  called  Plan  PA-1. 

BAQ  multipliers  (MHC  index- 1)  would  be  used  to  produce  the  VHA 
in  each  installation  category.  These  multipliers  are  shown  in  Tables 
D-2  and  D-3  of  Appendix  D.  Because  officer  housing  costs  exceed  BAQ 
by  greater  margins  than  is  the  case  for  enlisted  personnel,  officer 
multipliers  are  larger  than  the  enlisted  multipliers.  In  addition,  these 
tables  show  that  a larger  percentage  of  officers  than  enlisted  are 
assigned  to  installations  in  higher  housing  cost  categories. 

The  BAQ  multipliers  applied  to  the  1 October  1974  with  dependents 
BAQ  rates  produce  the  grade  by  grade  with  dependents  allowance  amount. 
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The  most  recent  national  data  is  presented  later.  The  grade  by  grade 
VHAs  for  the  October  1974  BAQ  rates  are  shown  in  Table  6 for  the  ten 
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percent  categorization  plan. 

This  VHA  Plan  PA-  1 sets  VHA  so  that  the  sum  of  BAQ  and  VHA  equals 
the  average  monthly  cost  being  experienced  in  each  VHA  category. 

Average  VHA  adjustment  factors,  representing  the  weighted  officer  and 
enlisted  average  over  all  of  the  categories,  were  calculated  and  found  to 
be  almost  identical  for  the  5,  10  and  15  percent  categorization  plans. 

The  cost  of  a VHA  is  thus  not  dependent  on  the  categorization  plan 
selected,  so  only  one  VHA  adjustment  factor  is  used  to  estimate  total 
plan  cost. 

The  VHA  adjustment  factor  multiplied  by  the  average  officer 
and  enlisted  BAQ,  yields  the  average  VHA  for  each  group.  To  estimate 
the  total  VHA  plan  cost,  the  officer  and  enlisted  average  VHAs  are 
multiplied  by  12  to  convert  to  an  annual  cost,  by  CONUS  strength  figures 
for  officers  and  enlisted  personnel,  by  the  percent  of  officers  and  en- 
listed personnel  who  are  married,  and  then  by  the  percent  ot  married 
officers  and  enlisted  personnel  currently  drawing  cash  BAQ,  to  yield  the 
annual  cost  of  the  plan. 

This  yields  an  annual  married  CONUS  VHA  cost  of  $213  M and  an 
annual  enlisted  cost  of  $363  M for  a total  married  CONUS  VHA  cost  of 


$576  M.  A summary  of  the  above  procedure  is  presented  in  Table  7. 
These  estimates  are  based  on  1 October  1974  BAQ  rates  and  the 
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VHA  PLAN  PA-  1 

MONTHLY  VHA  AMOUNTS  FOR  THE  TEN 
PERCENT  CATEGORIZATION  PLAN 


With  Dependents 


Grade 

baqI 

Installation  Category 

' 

1 

2 

3 

4 

5 

6 

• 

0-10,9,8,7 

304 

322 

268 

237 

164 

143 

73 

1 

O-b 

273 

289 

240 

213 

147 

128 

66 

1 

' 

1 

0-5 

252 

267 

222 

197 

136 

118 

60 

r 

1 

1 

0-4 

227 

241 

200 

177 

123 

107 

54 

0-3 

206 

218 

181 

161 

111 

97 

49 

0-2 

185 

196 

163 

144 

100 

87 

44 

0-1 

149 

158 

115 

116 

80 

70 

36 

E-9 

194 

142 

128 

99 

72 

45 

21 

E-8 

182 

133 

120 

93 

67 

42 

20 

E-7 

170 

124 

1 12 

87 

63 

39 

19 

E-6 

158 

115 

104 

81 

58 

36 

17 

• 

E-5 

146 

107 

96 

74 

54 

34 

16 

• 

E-4 

128 

93 

84 

65 

47 

29 

14 

E-3,2,  1 

111 

81 

73 

57 

41 

26 

12 
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TABLE  7 
VHA  PLAN  PA»1 

Cost  of  Married  Component  of  CONUS  VHA 
((October  19’^4  Rates) 


Officers 

Average  BAQ  $ 209.60 

Average  Adjustment  Factor  .67 

Average  VHA  $ 141 

Average  Annual  VHA  1692 

June  75  CONUS  Strength  232,202 

Worldwide  Percent  of  80.  1 

Personnel  Married 

Worldwide  Percent  of  67.8 

Married  Receiving  BAQ 

Total  Married  CONUS  $213  M 

VHA  Cost 


Enlisted 
$ 137.95 
. 41 

$ 57 

$ 684 
1, 337, 128 
52.6 

75.5 

$ 363  M 
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January  1975  NAVFAC  data  available  at  the  time  that  the  CNA  study  was 
conducted.  Very  recently,  the  January  1976  NAVFAC  data  became  avail- 
able. A comparison  of  1975  and  1976  data  shows  that  while  BAG  and  RMC 
went  up  by  5%,  MHC  went  up  approximately  8%  (7%  for  enlisted  and  11% 
officers).  This  had  the  effect  of  making  MHC  a greater  multiple  of  BAG 
in  1976  than  in  1975;  1.79  vs.  1 . 69  for  officers  and  1. 48  vs.  1.45  for 

enlisted  members.  (Detailed  comparisons  are  in  Tables  D-4  and  D-5  in 

Appendix  D.  ) Thus,  based  on  October  1975  BAQ  rates  a VHA  would  cost 
roughly  15%  more  than  the  estimates  in  this  paper.  An  accurate  VHA 

cost  estimate  would  require  significant  recalculations  in  the  CNA  study. 

Since  they  are  not  essential  to  evaluation  of  the  VHA  issue,  this  paper 
was  not  delayed  for  that  purpose.  This  large  increase  results  from  a 
5%  increase  in  average  BAG  (from  $210  to  $220  for  officers)  and  an 
approximate  overall  8%  increase  in  MHC  (from  $354  to  $394  for 
officers).  Thus,  the  average  officer  VHA  would  go  from  $144  to  $174, 
a 21%  increase.  The  average  enlisted  VHA  would  go  from  $62  to  $69, 
an  11%  increase.  The  combined  officer  and  enlisted  increase  is  15%. 

The  large  VHA  percentage  increase  thus  results  frotn  the  increasing 
difference  between  BAG  and  housing  costs. 

The  second  method  of  structuring  a CONUS  VHA  is  the  HAI  method 
based  on  the  Housing  Allowance  Indexes  in  Appendix  B.  It  is  identical 
to  the  system  used  for  the  overseas  SHA.  This  will  be  called  VHA  Plan 
PA-2.  A separate  officer  and  enlisted  HA  index  rounded  to  the  nearest 
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5%  would  be  established  for  each  installation.  These  installation  indexes 
would  be  used  along  with  existing  HA  tables  (see  previous  description  of 
overseas  SHA  and  sample  HA  table  page  in  Appendix  A)  to  determine  the 
VHA  amount  to  be  paid  to  each  individual.  Since  the  officer  HA  index 
ranges  from  115%  to  215%  and  the  enlisted  HA  index  ranges  from  110%  to 
175%,  the  resulting  officer  VHAs  would  range  from  15%  to  115%  of  BAQ, 

while  the  enlisted  VHAs  would  range  from  10%  to  7 5%  of  BAQ.  Since  the 
Joint  Uniform  Military  Pay  System  (JUMPS)  currently  processes  SHA  pay- 
ments, only  minor  system  changes  would  be  necessary  to  accommodate 
this  form  of  a CONUS  VHA. 

The  cost  of  CONUS  VHA  Plan  PA- 2 is  almost  identical  to  the  cost 
of  a Plan  PA-1.  The  average  officer  and  enlisted  adjustment  factors 
are  0.68  and  0.42  respectively,  so  the  average  VHAs  are  68%  of  $210, 
average  married  officer  BAQ,  or  $143  for  officers,  and  42%  of  $138, 
average  married  enlisted  BAQ,  or  $58  for  enlisted  personnel.  This 
produces  an  annual  married  VHA  officer  cost  of  $208  M and  an  annual 
married  enlisted  VHA  cost  of  $370  M for  a total  married  cost  of  $578  M. 
Reducing  the  Cost  of  a BAQ-based  VHA  Plan 

The  first  two  VHA  plans  presented  might  be  characterized  as  "full 
coverage"  plans  in  the  sense  that  they  make  up  the  entire  shortfall 
between  current  BAQ  levels  and  housing  costs.  VHA  plans  could  be 
implemented  to  lower  VHA  costs.  Such  a plan  (PA- 3)  would  pay  each 
individual  some  specified  percentage  of  the  VHA  he  would  receive  under 
the  "full  coverage"  plans  PA- 1 or  PA-2.  For  example,  the  HA-Index 


only  about  $400  M should  be  made  available,  then  VHA  could  be  set  to 
pay  that  percentage  --in  this  example  70%  - -of  the  full  VHA.  This  plan 
would  pay  a VHA  to  everyone,  but  in  an  arbitrarily  reduced  amount. 

VHA  Plans  Having  a Base  Other  than  Current  BAQ 

Current  levels  of  BAQ  bear  little  relationship  to  the  costs  of  housing 
the  allowance  is  intended  to  procure.  ^ Other  VHA  reference  bases  can  , 

H 

be  used,  many  of  which  could  potentially  be  the  BAQ  rate  in  revised 
military  compensation  systems. 

a.  A VHA  plan  could  pay  a VHA  only  to  personnel  at  installations  whose 
MHC  exceeds  the  average  MHC  of  the  10  installations  with  the  lowest 
MHCs,  (Plan  PA-4).  The  VHA  payment  would  be  the  amount  necessary 
to  make  up  the  difference  between  that  base  value  and  the  average 
installation  MHC.  These  base  values  are  $284  for  officers  and  $l6l 
for  enlisted  members.  This  plan  produces  a married  VHA  cost  of  $351  M. 

b.  Another  VHA  plan  could  use  a base  equal  to  the  average  CONUS 
installation  MHC  (Plan  PA- 5).  This  plan  assumes  that  at  some  time  in 
the  future,  BAQ  would  be  set  equal  to  average  off-post  housing  costs. 

The  base  values  are  $354  for  officers  and  $200  for  enlisted  members. 

This  plan  yields  a total  married  VHA  cost  of  $67.  4 million. 


^ QRMC  Staff  Research  Paper,  "Quarters,"  9 April  1976,  as  updated 
24  September  1976. 
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To  illustrate  how  an  installation  (an  installation  rather  than  an  in- 
stallation grouping  is  used  for  simplicity)  VHA  for  a specific  grade  would 
be  determined,  an  enlisted  E-5at  Lowry  AFB,  Colorado,  is  considered. 


Lowry  AFB  has  an  enlisted  MHC  of  $Z26  in  comparison  to  the  national  average 
enlisted  MHC  of  $200.  Thus,  the  enlisted  VHA  at  Lowry  AFB  would  be  (226- 
200)/200  or  1 3%  of  the  national  average  MHC.  Assuming  the  national  average 
MHC  for  an  E- 5 is  $150,  then  the  E-5  at  Lowry  AFB  would  receive  a VHA 
j equal  to  13%  of  $150  or  $19.  50.  Similar  calculations  would  be  performed 

for  each  officer  and  enlisted  grade  for  each  group  of  installations  for  any 
i selected  base  value. 

c.  Another  possible  base  for  a VHA  is  the  government  cost  of  pro- 
I viding  on-post  quarters  (Plan  PA-6).  Estimated  costs  of  providing 

t 

government  family  quarters  are  shown  in  Table  8. 

Table  8 


Monthly  Government  Cost  to  Provide 
Family  Quarters^ 


Grade 

Cost 

Grade 

Cost 

0-6 

$358. 50 

E-8 

$277. 80 

0-5 

321. 60 

E-7 

277.  80 

0-4 

320.  10 

E-6 

255.  60 

0-3 

240. 30 

E-5 

233.  70 

0-2 

217. 50 

E-4 

211. 80 

0-1 

210. 00 

E-3 

206.  10 

Officer 

Enlisted 

Weighted  Avg. 

265. 59 

Weighted  Avg. 

229. 36 

Weighted  Avg. 
of  all  Grades 

Shown 

234.  29 

^ QRMC  Staff  Research  Paper,  "Quarters,"  9 April  1976,  as  updated 
24  September  1976. 


The  average  officer  government  family  quarters  cost  of  $266 
is  less  than  the  MHC  at  all  118  installations  studied  except  Ft.  Polk,  La.  , 
which  has  an  officer  MHC  of  $236.  The  analogous  enlisted  figure  of 
$229  on  the  other  hand  is  exceeded  at  only  1 1 of  the  118  installations 
studied.  The  average  officer  MHC  at  installations  exceeding  the  quarters 
base  of  $266  is  $455.  The  average  enlisted  MHC  at  installations  exceed- 
ing the  quarters  base  amount  of  $229  is  $234.  This  average  officer  VHA 
of  $89  ($355-$266)  would  be  paid  to  99.  56%  of  the  CONUS  married  officer 
force  and  the  average  enlisted  VHA  of  $5  ($234-$229)  would  be  paid  to 
6.  13%  of  the  CONUS  married  enlisted  force.  This  plan  produces  an 
officer  cost  of  $134  M and  an  enlisted  cost  of  $2  M for  a total  CONUS 
married  cost  of  $136  M. 

d.  Another  alternate  base  choice  is  the  national  average  civilian  MHC 
for  civilians  having  similar  salaries  (Plan  PA- 7). 

There  are  two  data  sources  which  provide  civilian  housing  cost  data. 
The  1970  Census  provides  estimates  of  the  ratio  of  housing  costs  to 
family  income  for  homeowners.  ^ A 1973  Census  survey  provides 
estimates  of  the  ratio  of  rental  expenditures  to  family  income.  ^ Table  9 
shows  the  1970  Census  findings  for  homeowners  while  Table  10  shows  the 
findings  for  renters.  Tables  9 and  10  represent  median  national  United 

^ 1970  Census  of  Housing,  Vol.  V.  , Residential  Finance,  Table  14. 
^Current  Housing  Reports  Annual  Housing  Survey:  1973,  Part  C,  Series 


> H-150-73C,  BLS/HUD,  United  States  Government  Printing  Office. 
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States  data  which  covers  all  age  groups,  all  family  sizes  (including  1 
person  families)  and  all  geographical  locations.  Data  in  tabled  form  to 
determine  housing  expenditures  for  U.S,  civilian  families  having  age, 
income,  family  size  and  location  characteristics  similar  to  the  military 
population  are  not  currently  available.  In  September  1976,  the  Census 
Bureau  will  have  available  a computer  data  tape  which  includes  income 
data  for  each  family  member  along  with  housing  cost  data.  It  will  also 
include  data  on  age  and  family  size. 

While  the  bounds  on  the  income  classes  are  not  the  same  in  Tables 
9 and  10,  a comparison  of  income  classes  where  the  bounds  overlap 
indicates  that  homeowners  spend  a slightly  higher  fraction  of  income  on 
housing  than  do  renters.  Generally  speaking,  the  difference  appears  to  be 
less  than  1 percent  in  the  lower  income  classes,  but  is  somewhat  larger 

(1-2  percent)  in  the  higher  income  classes. 

TABLE  9 

SELECTED  MEDIAN  HOUSING  COSTS  AS  A PERCENT  OF  INCOME, 

HOMEOWNERS  1 


Income  Class 

Percent 

2, 000  - 

3,  999 

45 

4, 000  - 

5,999 

31 

6. 000  - 

7,999 

24 

8, 000  - 

9.999 

20 

10, 000  - 

12,  499 

18 

12, 500  - 

14, 999 

16 

15, 000  - 

19, 999 

14 

20,000  - 

24,999 

13 

25 , 000  and  over 

1 1 

1 Selected  Housing  Costs  = mortgage  payments  + utilities  4 insurance 

+ real  estate  taxes. 
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TABLE  10 

MEDIAN  RENTAL  EXPENDITURES  AS  A PERCENT  OF  INCOME^ 


Income  Class 

Percent 

3, 000  - 

4,999 

32.  4 

5,000  - 

6,999 

24.  4 

7, 000  - 

9,999 

19.  5 

10, 000  - 

14, 999 

15.  3 

15, 000  - 

24, 999 

11.  3 

25,  000  and  over 

9.6 

1 Rental  expendutures  include  utilities  payments. 

Table  11  presents  MHC  as  a percent  of  RMC  along  with  data  from 
Tables  9 and  10  and  Table  D-6  of  Appendix  D.  Military  personnel  are  com- 
pared with  comparable  income  classes  of  civilians  in  this  table.  Military 
family  income  data  represents  the  results  of  a special  IRS  sample  of  1974 
military  member  income  tax  returns.  Data  for  married  military  members 
is  used  to  provide  the  best  possible  military  to  civilian  comparison.  The 
civilian  data  includes  one  person  families,  which  cannot  be  removed  from 
the  tabled  data.  This  introduces  some  error,  but  it  is  considered  small  in 
comparison  to  the  overall  military/civilian  differences.  The  data  in  Table 
11  show  that  military  personnel  spend  more  on  housing  than  civilians  of 
comparable  income  classes.  Such  a finding  might  be  expected.  Military 
personnel  are  moved  more  frequently  than  civilians,  ^ and  are  less  able 
to  lock  themselves  into  long-term,  fixed- rental  contracts  or  mortgage 

^ QRMC  Staff  Research  Paper,  "The  Military  Factor,”  2 January  1976, 
updated  2 September  1976. 
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payments  and  their  MHCs  will  tend  to  more  quickly  reflect  inflationary 


increases.  Also  in  recent  years,  military  personnel  have  purchased  or 
rented  homes  during  a time  when  housing  costs  and  interest  rates  have 


( increased  sharply.  Thus,  this  finding  has  substantial  logical  appeal. 

1 TABLE  11 

I MONTHLY  HOUSING  COSTS  AS  A PERCENT  OF  FAMILY  INCOME, 

I j MARRIED  MILITARY  PERSONNEL  AND  CIVILIANS  OF 

i COMPARABLE  INCOME  CLASSES,  CY1974 


1 Pay 

Grade 

Military 
Personnel 
MHC  as  % 
of  RMC 

Housing  Costs  as 

a Percent  of  Family  Income 

Rental 

Percent 

Homeowner  Percent 

t 

Civilian 

Military 

Civilian 

Military 

f 

06 

18.7 

9.6 

14.  5 

11 

17.  8 

I 

! 05 

21.4 

9.6 

16.3 

11 

19.  7 

1 

04 

23.  1 

11.3 

17.  0 

13 

21.4 

03 

23.6 

11.  3 

16.  8 

14 

22.  5 

02 

23.9 

11.3 

17.2 

14 

23.2 

1 

01 

26.7 

15.  3 

19.3 

16 

27.4 

P 

All  Officers  22.9 

11.3 

16.8 

13 

21.9 

■ 

E8 

23.8 

11.3 

19.4 

14 

21.5 

t ■ 

E7 

24.  9 

15,3 

19.4 

16 

22.6 

■ 

E6 

26.6 

15.3 

20.3 

16 

25.0 

E5 

26.  8 

15.  3 

19.7 

18 

26.  1 

E4 

27.0 

15.  3 

19.  9 

18 

26.9 

' 

E3 

28.  7 

19.5 

21.2 

20 

27.6 

1 ' 

All  Enlisted  26.8 

15.  3 

20.  0 

18 

25.  8 

r 

Total 

25.  9 

15.  3 

19.  3 

18 

24.  9 

The  above  comparison  is  based  on  family  income  because  civilian 


owner  and  renter  data  are  currently  only  available  for  family  income. 
Using  some  rough  approximations,  it  is  possible  to  get  a general 
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idea  of  a VHA  based  upon  civilian  family  housing  costs.  Keep  in  mind 
that  the  civilian  data  represents  all  age  and  income  groups.  It's  possible 
to  calculate  a civilian  MHC  base  using  the  married  officer  and  enlisted 
family  income  from  Table  D-6  of  Appendix  D along  with  equivalent  values 
for  the  simple  average  of  the  civilian  family  renter  and  homeowner  per- 
centages. These  values  are  shown  in  Table  12. 


TABLE  12 


Monthly  Married  Officer  and  Enlisted  VHA  Bases 
Derived  from  Civilian  Housing  Expenditures 


Officers 

Enlisted 

Average  RMC 

$1545 

$745 

Average  Military  Family  Income 

$1756 

$949 

Percent  of  RMC 

114% 

127% 

Civilian  Average  Percent  of 

12.  15% 

16.  65% 

Family  Income  for  Housing^ 

Average  Civilian  MHC  for 

$ 213 

$158 

Income  Equal  to  Avg  Military 

Family  Income 

Average  Military  MHC^ 

$ 354 

$200 

Average  BAO^ 

$ 210 

$138 

1 Average  of  civilian  renter  and  homeowner  percentages. 

2 For  comparison  purposes,  from  Table  D-4  of  Appendix  D. 

Since  civilians  spend  a smaller  percentage  of  their  income  on 
housing  than  does  the  military,  the  civilian  MHC  bases  of  $213  for 
officers  and  $158  for  enlisted  personnel  are  less  than  the  respective 

average  military  MHCs.  Using  these  bases  results  in  an  average  officer 
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VHA  of  $141  and  an  average  enlisted  VHA  of  $42.  The  total  officer  VHA 
cost  would  be  $213  M and  the  total  enlisted  VHA  cost  would  be  $258  M 
producing  a total  married  CONlUS  VHA  cost  of  $471  M. 

Note  that  the  civilian  MHC  values  above  are  based  on  family  income. 
It  can  be  argued  that  it  is  not  proper  to  base  a military  allowance  to 
individuals  who  are  predominantly  heads  of  households  on  family  income, 
income  over  which  the  military  has  no  control.  Table  12  shows  officer 
and  enlisted  family  income  to  be  114%  and  127%  of  the  respective 

RMC  values.  The  enlisted  percentage  of  127%  suggests  a rather  large 
number  of  second  jobs  and/or  working  wives.  If  RMC  were  used  as  the 

income,  then  the  civilian  MHC  base  would  be  even  smaller  resulting  in 
higher  total  VHA  costs.  Because  of  the  data  deficiencies  relating  to  age 
and  head  of  household  income,  a VHA  based  on  civilian  MHC  should 
probably  not  be  seriously  considered  unless  analysis  of  the  September 
1976  Census  Bureau  survey  shows  that  useable  data  analogous  to  RMC 
is  available. 

One  set  of  civilian  housing  data  does  exist.  The  State  Department 
collects  Washington,  D.  C.,  General  Schedule  employee  expenditure 
data  along  with  other  cost  of  living  data  to  assist  in  establishing  certain 
government  civilian  overseas  housing  and  COLA  pays.  Table  13  shows 
owner  and  renter  costs  for  married  male  employees. 
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TABLE  13 


General  Schedule 

Employee 

Housing  Costs, 

Was  hington. 

D.  C.  ^ 

'i 

GS 

G rade 

1 Oct  1974 

Average 

Salary 

Feb  1975 

Average 

Rent 

Rent  as  % 
of  Salary 

Feb  1975 
Average 
Ownership 
Cost 

Owne  rs  hip 

Cost  as  % 
of  Salary 

1-5 

8,  075 

2.  471 

30.  6% 

3,  971 

49.  1% 

I:"! 

.i 

6-7 

11,460 

2,  685 

23.  4 

4,  007 

34.  9 

! i' 

8-9 

14, 258 

3,  122 

21.8 

3,  890 

27.  2 

■ i' 

10-11 

17, 356 

3,  1 10 

17.  9 

4,  138 

23.  8 

12 

20, 757 

3, 424 

16.  4 

4,  967 

23.  9 

■j-i 

13 

. 24, 637 

3,  736 

15.  1 

4,  940 

20.  0 

9 

'■} 

14 

28,  941 

3,  722 

12.  8 

5,  267 

18.  1 

;r 

15  & 

36, 000 

4,  337 

12.  0 

5,  762 

16.  0 

T 

Table  14  shows  the  same  data  for  military  families  in  Washington, 


D.C,  (Washington  Naval  Complex,  Army  Military  District  of  Washing- 
ton, Walter  Reed  Army  Hospital,  Ft.  Belvoir,  Bolling  AFB  and  Andrew 
AFB).  The  costs  include  the  same  items  as  listed  for  General  Schedule 
employees  except  that  owner  capital  costs  are  represented  by  the  owner 
monthly  mortgage  principal  and  interest  payment. 


^ Costs  include  rent,  utilities,  taxes,  repairs,  insurance  and  owner 
capital  costs  equal  to  the  average  home  purchase  price  plus  cost  of 
improvements  multiplied  by  an  interest  rate  equal  to  the  average 
mortgage  interest  rate. 
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TABLE  14 


G rade 

Milita  ry 

Housing 

Costs,  Washington,  D.  C. 

Ownershii 
Cost  as  % 
of  RMC 

Married, 

All  Cash 

1 Oct  1974 
RMC 

Jan  1975 

Rent 

Rent  as  % 
of  RMC 

Jan  1975 

Ownership 

Costs 

E-3 

7,  589 

2,  328 

30.  6% 

E-4 

8,  343 

2,  352 

28.  1 

- 

- 

E-5 

9,  730 

2,  736 

28.  1 

3,  804 

39.  0% 

E-6 

11,516 

3,  120 

27.  0 

4,  284 

37.  2 

E-7 

13, 355 

3,  468 

25.  9 

4,  380 

32.  7 

E-8 

15, 464 

3,  912 

25.  2 

4,  680 

30.  2 

E-9 

18,  138 

3,  876 

21.3 

4,  644 

25.  6 

O-  1 

10, 972 

2,  808 

25.  5 

4,  692 

42.  7 

0-2 

14, 776 

3,  264 

22.  0 

4,  728 

31.9 

0-3 

18, 370 

3,  888 

21.  1 

5,  364 

29.  1 

0-4 

21,  888 

4,  968 

22.  6 

6,  048 

27.  6 

0-5 

26, 592 

5,  292 

19.  9 

6,  396 

24.  0 

0-6 

32, 530 

5,  388 

16.  5 

6,  372 

19.  5 

A comparison  of  Tables  13  and  14  shows  that  in  the  Washington, 

D.  C.,  area  military  renters  pay  from  3 to  6%  more  of  the  salary 
for  rent  than  do  General  Schedule  renters  of  similar  income.  The 
same  percentage  difference  exists  for  owners.  When  these  percentages 
are  translated  into  annual  dollar  differences,  the  military  member 
pays  from  $200  to  $1,500  more  for  housing  each  year  out  of  similar 
incomes.  These  differences  are  consistent  with  national  differences 
previously  noted. 

Table  1 5 illustrates  the  estimated  costs  for  VHA  plans  PA-4, 


5,  6 and  7 


TABLE  15 


Estimated  Cost  of  Married  Component  of  VHA  Plan, 
Payments  to  Personnel  at  Installations  with  MHC 
Exceeding  Specified  Base  Values 


Base 


Percent 


VHA  Base 

Values 

Eligible 

A ve  rage 

VHA 

$ Cost,  Millions 

Off 

Enl 

Off 

Enl 

Off 

Enl 

Off 

Enl 

Total 

Avg  of  Lowest 

10  Installation 
MHCs  (PA-4) 

284 

161 

98.  0 

95.  8 

70 

39 

102 

249 

351 

Avg  CONUS  Mili- 
tary MHC  (PA- 5) 

254 

200 

48.  1 

46.  6 

37 

14 

25.  8 

41.6 

67.  4 

Avg  Cost  of 
Government 
Quarters  (PA-6) 

267 

230 

99.  5 

6.  1 

88 

4 

133 

1. 6 

136. 

Avg  Civilian 

213 

158 

100 

96.4 

141 

42 

213 

258 

471 

MHC  {PA-7) 

VHA  Under  s Salary  System  of  Military  Pay 

The  VHA  discussion  to  this  point  has  been  based  on  a military  pays 
and  allowance  system.  Under  a salary  system,  military  RMC  would  be 
replaced  by  a salary.  No  portion  of  the  salary  like  the  current  BAQ 
would  be  immediately  identifiable  as  being  intended  for  housing  expenditures. 
Thus,  the  first  three  plans,  PA- 1 , 2 and  3,  which  use  the  BAQ  as  the 
VHA  base,  could  not  be  used  under  a salary  system.  However,  all  other 
VHA  plans  are  equally  usable  under  a salary  system.  The  VHA  rates, 
however,  could  no  longer  be  expressed  as  a multiple  of  BAQ.  The  VHA 
rates  would  simply  be  expressed  as  absolute  dollar  amounts  and  if  desired. 


they  could  also  be  presented  as  multiples  of  the  selected  base. 
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Incorporating  Single  Members  into  the  VHA  Plans 

The  conceptual  VHA  plans  developed  to  this  point  have  been  based 
on  consideration  of  members  with  dependents  only,  and  depend  on  avail- 
ability of  data  on  MHC  for  each  grade  at  each  installation.  As  noted  earlier 
in  this  paper,  there  is  almost  no  data  on  the  MHC  of  off-post  single  mem- 
bers. 

The  current  overseas  SHA  system  contains  rates  for  members  with 
and  without  dependents.  Overseas,  all  personnel  fill  out  the  housing 
cost  form.  Thus,  single  and  married  housing  costs  as  a multiple  of  the 
current  without  and  with  dependents  BAQ  rates  are  known.  However,  the 
married  member  housing  information  is  primarily  used  to  determine  the 
appropriate  installation  housing  allowance  index.  The  resulting  housing 
index  is  then  used  along  with  the  BAQ  table  to  develop  installation  SHA 
rates  for  those  with  and  without  dependents.  This  same  procedure 
could  be  used  for  a CONUS  VHA  using  a BAQ  base.  The  VHA  plans 
based  on  VHA  bases  other  than  BAQ  would  depend  upon  accurate  single 
housing  data  so  the  VHA  would  properly  reflect  the  CONUS  single  housing 
cost  variability.  Thus,  additional  military  housing  cost  data  would  have 
to  be  collected  in  the  CONUS  to  implement  a VHA. 

However,  it  is  possible  to  estimate  the  cost  of  VHA  payments  to 
members  without  dependents  in  order  to  assess  the  overall  cost  of 


i 


alternative  VHA  plans. 
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A reasonable  assumption  is  that  single  members  pay  about  the  same 
percentage  of  their  BAQ  for  housing  as  do  mar ried  personnel.  Data  from 
Table  D-5  of  Appendix  D shows  that  officer  MHC  is  1.  69  times  BAQ  and 
enlisted  MHC  is  1.45  times  BAQ.  Using  these  factors  and  the  grade  weights 
as  shown  in  Table  D-4  of  Appendix  D,  the  average  single  BAQ  is  $157.  79 
for  officers  and  $91.97  for  enlisted  members.  These  BAQ  multipliers  yield 
estimated  single  MHCs  of  $267  for  officers  and  $133  for  enlisted  members. 

The  single  member  cost  increment  of  VHA  Plan  PA- 1 , for  example, 
is  shown  in  Table  16.  This  table  is  the  single  member  counterpart  to 


Table  7.  The  total  single  officer  cost  is  $3  1 M and  the  single  enlisted  cost  is 
$28  M for  a total  of  $59  M for  single  members.  The  mar  ried  total  cost  is 
$576  M.  Thus,  the  total  cost  of  VHA  Plan  PA- 1 is  about  $635  M.  Note 


especially  that  the  single  member  cost  is  roughly  1 0%  of  the  married  cost. 


TABLE  16 
VHA  PLAN  PA-1 


Cost  of  Single  Member  Component  of  CONUS  VHA 
(October  1974  Rates) 


Average  BAQ 

Average  Adjustment  Factor 


Officers 
$ 157.79 
. 67 


Enlisted 
$ 91. 97 
.41 


Average  VHA  $ 106  $ 38 

Average  Annual  VHA  $1272  $456 

June  75  CONUS  Strength  232,202  1,337,128 

Worldwide  Percent  of  19.9  47.4 

Personnel  Single 

Worldwide  Percent  of  53.  5 9.  7 

Single  Receiving  BAQ 


Total  Single  CONUS  VHA  Cost 


$ 31  M 


$ 28  M 
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Thus,  a rough  cost  estimate  of  the  single  member  component  of 
each  of  the  VHA  Plans  can  be  made  using  the  10%  factor.  These  are 
presented  in  Table  17  below.  This  table  is  the  counterpart  to  Table  15. 

TABLE  17 


Estimated  Cost  of  Single  and  Married  Components 
of  Selected  VHA  Plans 

$ Cost,  Millions 


Plan 

VHA  Base 

Married 

Single 

Total 

PA- 4 

Avg.  of  Lowest  10 
Installation  MHCs 

351 

35 

386 

PA- 5 

Avg.  CONUS  Military 
MHC 

67.  4 

6.  74 

74. 

PA- 6 

Avg.  Cost  of  Govern- 
ment Quarters 

136 

13.  6 

149. 

PA- 7 

Avg.  Civilian  MHC 

471 

47.  1 

518. 

Additional  Housing  Costs:  Relocation 

In  addition  to  the  monthly  housing  costs  incurred  by  military  members 
living  off-post,  there  are  other  housing  related  costs  that  military  mem- 
bers incur  due  to  their  freqiient  relocations.  Certain  of  these  costs, 
such  as  those  for  the  movement  of  household  goods  within  specified 
weight  limitations,  are  paid  by  the  government  for  military  members  who 
are  E-5  and  above  and  for  E-4  with  over  two  years  of  service.  A dislo- 
cation allowance  equal  to  one  month's  BAQ  is  also  paid  the  member  to 
partially  reimburse  the  member  for  the  expenses  of  relocating  a house- 


hold. 
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Provisions  similar  to  the  above  also  exist  for  DoD  Civil  Service 
employees,  however,  there  are  certain  household  relocation  expenses 
for  which  Civil  Service  employees  are  reimbursed  but  military  members 
are  not.  ^ The  most  significant  dollar  difference  relates  to  expenses 
associated  with  home  sale  and  purchase.  Upon  relocation.  Civil  Service 
employees  are  entitled  to  reimbursement  for  expenses  related  to  (1)  the 
sale  of  a home  of  up  to  the  lesser  of  10%  of  the  home  price  or  $5000 
and  (2)  the  purchase  of  a home  of  up  to  the  lesser  of  5%  of  the  home 
cost  or  $2,500.  Another  difference  relates  to  house  hunting  trips. 

Civil  Service  employees  and/or  spouses  may  be  reimbursed  for  trans- 
portation costs,  per  diem  and  other  traveler  expenses  for  up  to  a six- 
day  house  hunting  trip  to  the  new  location.  Another  difference  relates 
to  temporary  quarters  and  subsistence  expenses.  Civil  Service  employees 
may  be  reimbursed  for  up  to  30  days  of  living  expenses  at  the  old  or  new 
location  for  the  costs  of  meals,  lodging,  laundry  and  cleaning  for  the 
employee  and  dependents.  There  are  other  minor  differences  related 
to  the  pa'^rment  of  per  diem,  mileage  rates  for  second  cars,  etc. 

These  expenses  are  a part  of  all  relocations.  They  are  expenses 
incurred  by  military  members  as  well  as  Civil  Service  employees. 

Since  military  members  are  not  reimbursed  for  these  expenses,  these 


^ Military  and  Civil  Service  entitlements  in  this  section  have  been  taken 
from  the  9 July  1975  Comparison  Table  of  Travel  and  Transportation 
Allowances  prepared  by  the  DoD  Per  Diem,  Travel  and  Transportation 
Allowances  Committee. 
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costs  must  be  spread  out  over  a several  month  (or  years)  period  and  in 
effect  become  a part  of  increased  military  monthly  housing  costs  over 
and  above  the  existing  monthly  housing  costs  which  are  already  higher  than 
civilian  housing  costs. 

A 1975  Air  Force  survey^  asked  the  question,  "How  was  your 
financial  situation  affected  by  your  last  permanent  change  of  station 
move?  " Approximately  65%  of  all  officers  and  enlisted  members  indicated 
that  their  finances  were  adversely  affected.  For  married  military 
personnel  in  pay  grades  0-4  and  above  and  E-5  and  above,  these  per- 
centages ranged  from  76%  to  85%.  Of  individuals  in  these  grades  ad- 
versely affected,  they  primarily  indicated  that  it  took  from  1 to  12  months 
to  financially  recover  from  the  move.  However,  from  6%  to  13%  of  total 
married  personnel  in  these  grades  indicated  it  took  over  a year  to  finan- 
cially recover.  For  those  affected  in  these  pay  grades,  the  average  time 
to  recover  is  between  5.  5 and  6 months. 

This  data,  combined  with  the  relative  housing  cost  of  military 
personnel  and  civilians,  suggest  that  dealing  with  the  variations  in  CONUS 
housing  costs  imposed  upon  military  personnel  by  their  duty  assignments 
through  a VHA  based  on  monthly  MHC  is  a conservative  approach  to  the 
issue. 


^ United  States  Air  Force,  Quality  of  Air  Force  Life  Survey,  June  1975. 
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Comparisons  of  Alternative  VHA  Plans 

The  objectives,  costs,  advantages  and  disadvantages  of  alternative 
VHA  plans  are  presented  in  summary  form  in  Chart  1. 


Under  the  current  pays  and  allowance  system.  Plan  PA-2,  with  the 
VHA  set  to  equal  the  difference  betw’een  housing  costs  and  BAQ  under  a 
system  similar  to  the  overseas  Station  Housing  Allowance,  has  the  most 
visible  element  of  equity.  Only  CONUS  off-post  personnel  currently 
experience  the  great  difference  between  their  BAQ  and  their  housing 
costs.  A system  identical  to  the  overseas  SHA  would  substantially 
eliminate  this  difference,  as  it  does  for  those  stationed  overseas.  The 
cost  of  this  plan  can  be  considered  high,  but  it  should  be  recognized  that 
these  costs  are  currently  being  paid  by  the  members  out  of  their  basic 
pay,  thus  reducing  the  proportion  of  pay  available  for  non-housing 
expenditures. 

Recognizing  that  current  BAQ  rates  don't  meet  average  off-post 
housing  costs,  it  is  proper  to  consider  the  best  VHA  plan  in  a pays  and 
allowance  system  with  a base  value  different  than  current  BAQ.  Plan 
PA- 5,  based  on  average  off-post  housing  costs,  is  structured  to  pay  a 
VHA  equal  to  the  difference  between  a base  of  the  average  national  MHC 
and  the  installation  MHC.  This  plan  would  pay  a VHA  to  those  personnel 


at  installations  with  housing  costs  above  the  military  national  average. 
This  is  about  half  of  the  off-post  population.  Plan  PA- 5,  however,  can 
be  viewed  as  under-paying  that  group  of  personnel  at  installations  in 


; AvtTage  Military  Housini;  Cost 
VHA  equals  <lifforence  between  installa- 
tion MHC  and  the  nulitarx  national 
avcrajjf  MHC 

Installa^tons  grouped  as  in  PA- 1 or  PA-2 
Described  on  Page  J8 


$3do 


Plan  Xante  and  Basis 


VHA  Cost 
Millions 


; Ctirreni  BAQ  (Cost  IndexJ  $r.  34 

V HA  equals  difference  between  BAO  and 
average  MIU 
All  rei  ei^e 

Installations  grouped  into  4.  n or  10 
categories  based  on  Housiig  Cost  Index 
Desi  ribed  on  Page  J2 


F)qualize  on  K off- post  costs 
Accounts  for  cost  variation  acrost 
CONUS 

Few  installation  categories  thus 
less  error  in  classifying  installa- 


Most  expensive  plan 
Some  may  argue  BAO  i»  improp- 
er base  because  some  housing 
money  now  in  basic  pay 


Current  ItAQ  lAllowance  Index) 

VHA  equals  difference  between  BAO  ^nd 
average  MHC 
All  receue 

Identical  to  overseas  SHA:  Installations 
grouped  in  categories  based  on  5%  incre- 
ments of  Housing  Allowance  Index  pro- 
dvicing  about  25  categories 
Described  on  Page  j5 


Kqualize  on  off-post  costs  1. 

Accounts  for  cost  variation  across  2. 
CONUS 

Plan  exactly  like  overseas  SHA: 
easy  to  implement  3. 


Most  expensive  plan 
Some  may  argue  BAQ  is  improp- 
er base  because  some  housing 
money  now  in  basic  pay 
Large  number  of  categories  in- 
creases possibility  of  error  in 
classifying  installations 


PA- 3;  Cost-Capped  Current  BAQ  $440 

VHA  equals  70*o  (or  other  %)  of  VHA  of  if  70% 
plans  PA- I or  PA-2 
The  % is  used  to  lower  cost  of  plan 
All  receive  reduced  amount 


Reduces  costs  of  PA-1  or  PA-2  1. 

w'ith  reductions  shared  bv  all;  each 
gets  part  payment  2. 

3. 


Doesn't  equalize  on  4.  off-post 
costs 

Only  part  of  off-post  costsoffset 
Difficult  to  rationalize  arbitrary 
percentage  reduction  from  a 
logical  base 


PA-4;  I^>w  Military  Housing  Cost 

- VHA  equals  difference  between  ins  taiU- 
tion  MHC  and  the  average  MHC  at  the 
10  low'est  housing  cost  installations 
Installations  grouped  as  in  PA-1  or  PA-2 
Described  on  Page  38 


$149. 


PA-h;  Government  Quarters  Cost 

VHA  equals  difference  Viotween  average 
government  quarters  cost  recovery  rate 
and  average  MHC 

Paid  to  those  at  installations  with  MHC 
exceeding  government  quarters  costs 
Installations  grouped  as  in  PA-  I or  PA-2 
- Described  on  !*age  39 
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; Average  Civilian  Housing  Cost 
VHA  equals  difference  between  installa- 
tion MHC  and  civilian  national  average 
MHC  f'r  comparable  income  groups 
F^aid  to  those  at  installations  with  costs 
.ib.,vf  "civilian  " costs 

Installations  g rouped  as  in  PA  - I nr  PA  - 2 
Described  on  f’age  40 


1.  Lqualizcs  off-post  housing  outlays 
across  CONUS 

2.  Less  costly  than  PA-1  and  PA-2 


Brings  above  average  off-post 
costs  down  to  the  national  average 

MHC 

Lower  cost  than  plan  PA-4 
Fasy  for  Congress  and  public  to 
understand  and  accept 
F.asy  for  military  to  understand 
and  accept 


Doesn  t equalize  on  4.  of-pvist 
costs  (unless  BAQ  is  adiusted  to 
average  MHCl 

Doesn't  pay  VHA  to  all  experi- 
encing high  costs  (unless  BAQ  is 
adjusted  to  average  MHC) 


1.  Lower  cost  than  plan  PA-4 


Doesn’t  equalize  on  K off- post 
costs  (unless  BAQ  is  adjusted  to 
government  quarters  cost) 

All  Cost  variance  will  not  be  met 
Costs  of  quarters  may  not  repre- 
sent rental  value  of  quarters 
being  occuppied 


Relates  VHA  to  what  "comparable  ' 
civilians  pay  for  housing 
Accounts  for  some  of  the  CONUS 
variation  in  housing  costs 
Easy  for  Congress  and  public  to 
understand  and  accept 


Civilian  data  representing  lom- 
pa  rablc  age  / income  /geog  ra  phic 
location  groups  similar  to  mili- 
tary not  yet  availa)>le 
Military  hvnising  costs  are  not 
the  same  as  civilian  housing 


CHART  I 

Coiiiparisun  of  VHA  Plans 


Doesn't  equalize  on  K ott-posl 
costs  (unless  BAQ  i»  adjusted  to 
MHC  of  lowest  10  installations) 
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areas  with  average  housing  costs  less  than  the  national  average,  but 
still  above  current  BAQ.  This  problem  can  be  resolved  by  raising  the 
BAQ  rates  to  average  MHC,  a possible  outcome  of  the  new  pay  raise 
reallocation  legislation.  ^ It  has  a readily  apparent  appropriateness  in 
a salary-type  military  pay  system. 

Plan  PA-4  could  also  reduce  this  under-payment  problem  by  using 
as  a base  the  average  housing  costs  at  the  10  lowest  housing  cost 
installations.  This  plan  can  also  be  viewed  as  under-paying  unless  BAQ 
were  raised  to  the  same  base.  In  a salary-type  system,  it  could  be 
viewed  as  over-paying  unless  the  salary  standard  used  for  setting  military 
pay  were  depressed  by  a factor  equal  to  the  difference  between  average 
housing  costs  and  this  "low-ten"  MHC. 

Plan  PA-6,  which  uses  average  government  quarters  cost  as  a base, 
could  be  viewed  as  an  appropriate  plan  if  BAQ  shifted  to  the  same  base 
as  a non-profit  average  rent.  Plan  PA-7,  which  uses  average  civilian 
housing  costs  as  a base,  has,  like  Plan  PA-5,  an  evident  appropriateness 
in  a salary  type  pay  system.  In  a pay  and  allowances  system,  it  can  be 
viewed  as  under-paying  unless  BAQ  were  set  on  the  same  basis. 

Thus,  adoption  of  plans  other  than  PA-1  or  PA- 2 would  appropriately 
require  a change  in  the  basis  for  the  overseas  SHA.  The  resulting  SHA 
cost  reductions  could  appropriately  be  applied  to  the  cost  of  VHA. 


^ Public  Law  94-361  (37  U.S.C.  1009(c)). 


Advantages  of  a VHA 

The  primary  advantage  of  a VHA  is  that  it  reduces  the  inequity  which 
results  when  military  personnel  who  receive  the  same  BAQ  experience 
widely  disparate  housing  costs  because  of  their  military  assignments. 
Except  for  married  military  personnel  occupying  government  quarters, 
neither  officers  or  enlisted  personnel  on  the  average  are  able  to  obtain 
housing  with  their  BAQ  at  any  of  the  118  installations  analyzed  in  detail. 
Officers  pay  from  13%  to  117%  more  than  their  BAQ  and  enlisted  members 
pay  from  10%  to  77%  more  than  their  BAQ.  This  can  mean  an  effective 
pay  reduction  upon  reassignment  of  up  to  $Z20  for  officers  and  $94  for 
enlisted  members, and  even  more  if  moving  from  government  quarters  to 
off-post  quarters.  On  the  average,  officers  spend  $142  more  than  their 
BAQ  and  enlisted  members  spend  $62  more  than  their  BAQ.  This  repre- 
sents a sizeable  change  in  the  standard  of  living  for  military  members 
not  occupying  government  housing  as  they  move  within  the  CONUS. 

Given  the  wide  variation  in  CONUS  housing  costs,  a VHA  also 
eliminates  the  difference  in  treatment  of  those  stationed  in  CONUS  and 


those  stationed  overseas  who  receive  payment  of  an  overseas  SHA. 

A VHA  should  reduce  the  number  of  military  members  in  financial 
hardship  situations,  especially  for  lower  ranking  enlisted  members. 
Financial  hardships  increase  family  strain  as  second  jobs  and  working 
spouses  permit  less  family  time.  Lower  cost  housing  is  often  located 
at  extended  distances  from  the  duty  location,  which  complicates 


transportation  arrangements  and  makes  use  of  on-post  commissaries, 
exchanges  and  medical  facilities  more  difficult.  Insoluble  financial 
pressures  create  family  discord,  sometimes  extending  to  separation  and 
perhaps  divorce.  Some  involuntary  family  separations  result  from 
inability  to  pay  the  high  housing  costs.  The  exact  extent  of  these  prob- 
lems is  unknown,  ^ but  their  existence  is  evident.  They  currently  cause 
some  services  to  attempt  to  limit  assignment  of  lower  ranking  personnel 
to  high  housing  cost  areas,  such  as  Washington,  D.  C.  A VHA  would 
thus  allow  fewer  assignment  limitations,  reduce  financial  hardship, 
and  improve  morale. 

It  has  been  argued  that  a VHA  is  unnecessary  because  assignments 
to  high  cost  and  low  cost  areas  will  balance  out  over  a "career.  " For 
some  individual  career  personnel,  this  may  actually  occur,  but  it  is  not 
so  on  the  average.  For  example.  Army  Combat  Arms  assignments  are 
almost  100%  at  installations  in  the  lowest  half  of  the  military  housing 
cost  range.  Navy  surface  ship  and  submarine  assignments  are  primarily 
at  installations  in  the  top  half  of  the  military  housing  cost  range. 

Further,  the  bulk  of  one  term  or  two  term  members,  the  lower  ranking 
members  whose  relative  need  for  a VHA  is  the  greatest,  do  not  move 
enough  to  experience  this  "balancing"  effect.  An  advantage  of  a VHA 
system,  then,  is  that  it  would  permit  a recognition  of  these  realities. 

^Review  of  reports  from  Commander,  Military  District  Washington,  D.C. 
on  the  effects  of  high  living  costs  on  military  personnel  stationed  in 
Washington,  D.C. 


A CONUS  VHA  has  the  additional  advantage  of  potentially  reducing 
construction  costs  for  government  quarters.  According  to  a 9 August 
1976  Program  Decision  Memorandum  issued  to  the  services,  almost 
26%  of  the  DoD  government  quarters  deficit  for  the  next  five  years 
(about  5,000  buildable  units)  of  $390  million  is  due  to  construction 
justified  on  the  basis  of  "excessive"  housing  costs  in  the  vicinity  of  the 
subject  military  installations.  ^ This  translates  into  a five-year  cost  of 
$100  million  or  an  annual  cost  of  $20  million.  Housing  costs  in  excess 
of  25%  of  RMC  for  pay  grades  0-4  and  below  and  in  excess  of  18  to  24%, 
depending  on  pay  grade,  for  pay  grades  0-5  and  above,  are  treated  as 

excessive.  ^ A VHA  would  provide  housing  dollars  to  individuals  in  specific 
relation  to  local  housing  costs,  and  the  need  to  build  quarters  because  of 
excessive  local  housing  market  costs  would  be  significantly  reduced.  The 

outyear  O&M  costs  of  operating  these  quarters  would  also  be  avoided. 

These  capital  investment  and  operating  cost  avoidances  could  appropriately 


be  applied  to  the  cost  of  a VHA  . 

Disadvantages  of  a VHA 

The  primary  disadvantage  of  a VHA  is  its  cost.  A VHA,  set  to  meet 
the  average  housing  costs  with  BAQ  plus  VHA,  would  cost  about  $635 
million  annually.  If  BAQ  was  raised  to  the  level  of  average  military 
housing  costs,  the  VHA  cost  would  be  about  $74  million.  However, 

1 9August  1976  Program  Decision  Memorandum  for  Defense  Agencies 
and  Defense-Wide  Programs. 

2 DoD  Instruction  4165.45,  "Determination  of  Family  Housing  Require- 
ments. " 
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these  costs  would  be  substantially  offset  by  savings  in  SHA  and  housing 
construction  and  operation. 

Some  argue  that  a VHA  for  military  personnel  in  CONUS  could 
create  pressures  for  a civilian  VHA  for  Federal  civil  service  employees 
paid  on  a national  pay  scale.  This  does  not,  however,  appear  to  be  a 
likely  possibility.  Federal  Wage  Board  employees  are  paid  under  local 
wage  scales,  which  are  partly  determined  by  housing  costs  in  the  area. 

The  President's  Pay  Panel  has  recommended  that  General  Schedule 
clerical  and  technical  personnel  also  be  paid  under  local  rather  than 
national  wage  scales.  Implementation  would  reduce  the  proportion  of  the 
Federal  workforce  on  national  salaries.  Also  over  time  some  people  have 
observed  that  some  General  Schedule  pay  grades  for  comparable  positions 
are  higher  in  high  cost  areas,  such  as  Washington,  D.  C.  than  they  are  in 
low  cost  areas.  ^ If  true,  this  is,  in  effect,  a kind  of  geographical  pay 
adjustment.  This  kind  of  criticism  could  tend  to  mute  efforts  to  extend 
a VHA  to  civilian  employees.  In  any  case,  the  need  for  a VHA  has 
primarily  to  do  with  the  involuntary  nature  of  military  assignments,  and 
should  probably  be  judged  on  that  basis. 

Some  also  argue  that  a VHA  in  CONUS  has  the  potential  to  create 
morale  problems  among  members  whose  VHA  is  reduced  or  eliminated 
when  they  are  assigned  to  locations  with  a lower  MHC.  They  may  view 

1 Classification  of  Federal  White-Collar  Jobs  Should  be  Controlled,  GAO 
Report  to  the  Congress,  4 December  1975. 


61 


the  VHA  reduction  as  an  unfair  pay  cut.  This  potential  disadvantage  can 
be  overcome  by  sound  information  programs  to  insure  that  members 
understand  why  this  component  of  the  allowance  system  exists.  Variations 
from  area  to  area  overseas  in  cost-of-living  allowances  and  housing 
allowances  have  not  created  significant  levels  of  dissatisfaction.  On  the 
other  hand,  significant  levels  of  dissatisfaction,  extending  to  some  volume 
of  Congressional  correspondence  from  both  members  and  their  parents 
has  been  experienced  when  overseas  COLA  and  SHA  levels  in  a given 
area  have  not  responded  promptly  to  dramatic  changes  in  the  cost  elements 
on  which  they  are  based.  Examples  are  changes  in  Germany  caused  by 
revaluation  of  the  mark  and  dollar  and  by  high  inflation  rates.  While 
such  rapid  changes  are  unlikely  in  the  U.S.,  the  existence  of  special 
allowances  does  tend  to  sensitize  recipients  to  changes  in  the  indexes  on 
which  they  are  based. 

Some  also  argue  that  it  would  be  desirable  to  house  all  military 
members  on-post  since  living  in  close  proximity  to  one  another  fosters 
increased  esprit  and  dedication  to  the  unit  and  thus  leads  to  a better 
fighting  unit.  A VHA  would  increase  the  percentage  of  members  pre- 
ferring to  live  off-post,  since  the  current  economic  incentive  to  live 
on-post  would  be  reduced.  The  1975  Department  of  Defense  CONUS 
Family  Housing  Preference  Survey  Report  showed  that  42%  of  married 
members  prefer  to  live  on-post  (with  3%  having  no  preferrence).  Under 
a "fair  market  rental"  system  for  government  housing,  33%  preferred 
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to  live  on-post  (with  17%  having  no  preference).  Thus,  a CONUS  VHA 
could  increase  the  need  to  require  members  to  live  on-post  contrary 
to  their  desire. 

Improved  Survey  Data  Needed 

This  paper  has  been  primarily  based  upon  currently  available  data 
in  the  NAVFAC  survey.  The  NAVFAC  survey  was  designed  to  collect  data 
to  support  family  housing  construction  and  leasing  programs  and  other  local 
objectives.  To  implement  a CONUS  VHA,  improvements  in  the  data 
base  would  be  required; 

a.  Single  member  housing  expenditures.  The  NAVFAC  survey  is 
limited  to  coverage  of  members  with  dependents.  It  would  have  to  be 
expanded  to  include  single  members. 

b.  Survey  frequency.  The  survey  is  currently  taken  only  when 
there  is  a data  requiiement.  An  annual  NAVFAC  survey  would  be  re- 
quired to  provide  a common  time  data  base  for  all  installations,  for  determin- 
ing installation  categorization  and  appropriate  VHA  levels. 

c.  Coverage.  The  current  NAVFAC  survey  does  not  survey  a sufficient 
number  of  people  in  each  grade  at  an  installation  to  allow  an  . ;curate 
estimate  of  monthly  housing  costs.  Both  owner  and  renter  costs  should 

be  obtained  to  adequately  reflect  costs  for  all  family  sizes  across  alT 
housing  types  and  locations  in  the  local  housing  market. 

d.  Data  Inflation  by  Survey  Respondents.  There  is  some  concern 
that  housing  cost  data  may  be  overstated  by  personnel  who  know  that  the 
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data  is  being  used  to  determine  their  VHA.  This  problem  would  be  likely 
to  have  become  evident  in  survey  data  to  support  the  overseas  station 
housing  allowance.  As  already  noted,  SHA  survey  screening  techniques, 
and  procedures  to  eliminate  extreme  responses  appear  to  successfully 
minimize  the  problem.  Nevertheless,  a system  of  random  audits  of  a 
statistical  sample  of  responses  could  be  used  as  a quality  control  check 
to  insure  data  accuracy  if  considered  necessary. 

A survey  redesign  and  expansion  could  probably  be  completed  in 
time  to  effect  the  January  1978  survey.  This  would  provide  a data  base 
for  a CONUS  VHA  by  mid- 1978,  to  support  implementation  of  a VHA  by 
1 October  1978,  Reasonable  estimates  to  support  inclusion  in  the 
FY  1979  budget  could  be  made  based  on  data  from  the  current  survey. 
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QUADRENNIAL  REVIEW  OF  MILITARY  COMPENSATION 
VARIABLE  HOUSING  ALLOWANCE 
, STAFF  RESEARCH  PAPER 

Conclusions 

! The  QRMC  Staff  concludes  that: 

a.  There  is  a very  large  variation  in  average  off-post  housing 

costs  for  military  personnel  within  the  CONUS.  It  ranges  from  110  to 

i 

215  percent  of  average  current  BAQ  rates.  This  variation  warrants 
I establishment  of  a VHA  to  offset  its  effect  on  non-housing  spendable 

dollars  for  all  military  members. 

b.  It  is  possible  to  structure  a VHA  to  allow  recognition  of  signifi- 
cant CONUS  housing  cost  differences. 

c.  The  NAVFAC  Family  Housing  Survey  can  be  modified  to  provide 
a suitable  data  base  for  a VHA  covering  both  married  and  single,  renter 
and  buyer. 

d.  A VHA  and  the  current  overseas  station  housing  allowance  should 
be  on  a similar  base.  The  latter  is  currently  a non-taxable  allowance 
based  on  BAQ. 

e.  A VHA  can  be  based  on  current  BAQ  rates,  average  housing  costs, 
or  BAQ  set  on  those  costs,  or  civilian  housing  costs.  Based  on  October 
1974  BAQ  rates  and  January  1975  off-post  housing  costs,  nominal  VHA 
costs  will  range  from  $74  million  to  $636  million  depending  on  the  base 
chosen. 
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f.  Should  military  compensation  he  based  on  a standard,  such  as 
civilian  sector  or  Federal  civilian  pay  levels,  some  reductions  in  SHA 
rates  would  be  required,  permitting  reductions  in  SHA  costs. 

g.  Should  military  compensation  be  converted  to  a salary  system, 
a base  would  be  required  for  both  SHA  and  a VHA. 

h.  As  with  other  reimbursement-type  allowances,  VHA  should  be 
a non-taxable  allowance. 

i.  A VHA  will  permit  reductions  in  the  cost  of  military  construction 
and  associated  operations  and  maintenance  costs. 

Recommendations 

The  QRMC  Staff  recommends  that: 

a.  Because  of  the  great  variations  in  average  housing  costs  from 
post  to  post  in  the  CONUS,  that  a VHA  be  incorporated  into  the  system  of 
allowances  for  military  personnel. 

b.  The  VHA  be  based  on  one  of  the  plans  presented  as  most  appro- 
priate to  the  military  compensation  system  established  after  the  Third 
QRMC. 

c.  The  overseas  station  housing  allowance  be  modified  to  the  same 
base  as  the  VHA. 

d.  SHA  and  housing  construction  and  operation  cost  avoidance  be 
applied  against  the  cost  of  a VHA. 

e.  The  Per  Diem  Travel  and  Transportation  Allowance  Committee 
be  tasked  to  develop  a VHA  consistent  with  the  conclusions  and 
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AF^PENDIX  A 


Appendix  A 


Members  of  the  Uniformed  Services 


Locality 

Mousing 

Allowances 

Cost-of-Living 

Allowances 

Travel  Per  Diem 
Allowances 

Index 

Eff.  Date 

Index 

Eff.  Date  ' 

Rate 

Eff.  Date 

Finland: 

Officers 

175 

11-5-75 

140 

11-5-75 

$56.00 

11-5-75 

Enlisted ’ 

200 

11-5-75 

140 

11-5-75 

56.00 

11-5-75 

France: 

! 

^Cfozon  

120 

4-9-76 

134 

11-5-75 

40.00 

1 1-5-75 

ifctjrenoble 

135 

4-9-76 

134 

11-5-75 

40.00 

11-5-75 

★ Uyeres: 

Officers 

130 

4-9-76 

134 

11-5-75 

40.00 

11-5-75 

Enlisted 

ISO 

4-9-76 

134 

11-5-75 

40.00 

11-5-75 

★ La  Seyne 

155 

4-9-76 

134 

11-5-75 

,40.00 

11-5-75 

★ Montpellier 

160 

4-9-76 

134 

11-17-75 

40.00 

11-5-75 

Paris  (City  of): 

Officers 

260 

4-9-76 

148 

11-5-75 

76.00 

3-17-76 

Enlisted 

255 

4-9-76 

148 

11-5-75 

76.00 

3-17-76 

★Paris  (Environs):^* 

Officers 

260 

4-9-76 

148 

11-5-75 

76.00 

3-17-76 

Enlisted 

255 

4-9-76 

148 

11-5-75 

76.00 

3-17-76 

★Salon-de-Provence 

255 

4-9-76 

134 

11-5-75 

40.00 

11-5-75 

Other 

None 

6-6-75 

None 

6-14-73 

40.00 

11-5-75 

French  Guiana 

None 

1-1-63 

None 

2-1-59 

37.00 

7-23-73 

French  Polynesia 

None 

1-1-63 

None 

2-1-59 

59.00 

3-17-76 

French  Territory  of  Afars  and 

Issas  (formerly  French  Somaliland)  . . 

None 

1-1-63 

None 

2-1-59 

51.00 

2-10-75 

French  West  Indies: 

12-15--f-15 

None 

I-I-63 

None 

2-1-59 

55.00 

12-30-75 

4-16  12-M 

None 

1-1-63 

None 

2-1-59 

47.00 

12-30-75 

★Gabon 

None 

1-1-63 

158 

4-9-76 

61.00 

4-9-76 

Gambia 

None 

1-1-63 

None 

2-1-59 

28.00 

10-10-75 

Germany:*'^’ 

Federal  Republic  of  Germany 
(West  Germany)  • By  Slates: 
Baden-Wuerttemberg: 

Boeblingcn 

135 

12-16-75 

104 

12-16-75 

31.00 

12-16-75 

Boeltingen: 

Officers 

no 

10-1-75 

114 

12-16-75 

31.00 

12-16-75 

Enlisted 

125 

10-1-75 

114 

12-16-75 

31.00 

12-16-75 

Bremgartcn: 

Officers 

no 

10-1-75 

1 14 

12-16-75 

31.00 

12-16-75 

Enlisted 

125 

10-1-75 

114 

12-16-75 

31.00 

12-16-75 

Echterdingen  

135 

12-16-75 

104 

12-16-75 

31.00 

12-16-75 

Edigen: 

Officers 

125 

10-1-75 

104 

12-16-75 

31.00 

12-16-75 

Enlisted 

135 

12-16-75 

104  • 

12-16-75 

31.00 

12-16-75 

al2 


APPi  IMDIX  A 


TABLE  B-1 


RANKING  OF  INSTALLATIONS  BY  COMPOSITE  MHO 


Installation 

BOSTON  K* 

Monthly 

Housing 

Costs 

(MHC) 

267 

Percent  of 
Personnel  at 
Installation 

Cumulative 
Percent  of 
personnel 

MHC 

Index 

Ratio  of 

MHC  to 

BAG 

Ratio  oi 
MHC  tr 
RMC 

0,00  05 

0,0005 

1,2123 

1.8061 

0,2943 

WAR.PHI 

PA 

265 

B.0!)13 

0.0019 

1 ,2065 

1,7970 

0,2928 

U*  S 

CA 

265 

0.0012 

0,0030 

1.2060 

1.7963 

0,2927 

NEW  YOR 

NY 

265 

0,0020 

0,0050 

1,2033 

1.7922 

0,2920 

B0U*w*S 

DC 

265 

0.0069 

0,0119 

1.2028 

1.7916 

0.2919 

HOMESTE 

FL 

262 

0,0047 

0.0167 

1.1893 

1.7715 

0 .2687 

H4NSC0M 

MA 

261 

0.0016 

0,0183 

1,1879 

1.7694 

0.2683 

ANDREWS 

MD 

259 

0.0067 

0,0251 

1,1757 

1.7512 

0,2654 

Bayonne 

NJ 

258 

0 . 0006 

0.0255 

1,1747 

1.7497 

0.2851 

wash  DC 

DC 

256 

0.0145 

0.0401 

1.1654 

1.7359 

0,2829 

MJL  CIS 

DC 

25A 

0.0112 

0.0513 

1.1544 

1.7194 

0,2802 

santran 

CA 

252 

0 . 0305 

0.0B18 

1 .1458 

1,7067 

0.2781 

FT  BELY 

V* 

249 

0,0063 

0 ,0881 

1.1314 

1.6853 

0,2746 

PEASE 

NH 

249 

0,0037 

0.0918 

1.1269 

1,6786 

0,27J5 

El.  TORO 

CA 

246 

0,0091 

0.1009 

1.1165 

1,6631 

0.2710 

LOWRY 

CO 

245 

0.0091 

0.1100 

1,1122 

1.6567 

0.27U0 

LAKEHUR 

NJ 

243 

0.0C16 

0.1116 

1,1045 

1.6452 

0,2681 

FT  MONM 

NJ 

243 

0.0033 

0.1149 

1.1024 

1.6421 

0,2676 

PhIlADE 

PA 

241 

0 .0070 

0,1219 

1 , u968 

1.6337 

0,2662 

SCHENEC 

NY 

241 

0.0014 

0,1232 

1,0956 

1.6319 

0,2659 

FITZSAH 

CO 

240 

0.0016 

0,1251 

1.0922 

1.6268 

0.2651 

FT  DETR 

MD 

240 

0,00  06 

0.1256 

1,U916 

1.6259 

0.2849 

NEW  LON 

CN 

239 

0.0106 

0.1363 

1.0851 

1.6163 

0,2634 

PATRICK 

FL 

239 

0.0030 

0.1393 

1,0846 

1.6155 

0 . 28  j3 

wreedah 

DC 

2-39 

O.00J5 

0.1428 

1.0809 

1.610C 

0.2624 

KJRKLAN 

NM 

2J7 

0.0037 

0,1464 

1.0795 

1.6079 

0.2620 

clevela 

OH 

237 

0.0002 

0.1467 

1 . 0 768 

1.6039 

0.2614 

NEW  BRU 

me 

236 

0.OC3O 

0,1497 

1.0730 

1.5983 

0.2604 

sandieg 

CA 

236 

0.0919 

0.2417 

1 . j712 

1.5956 

0.2600 

FT  JACK 

SC 

235 

0.OJ50 

0,2566 

1 , 0693 

1.5928 

0,2595 

ft  SHER 

lU 

235 

0.0C15 

0.2581 

1,0667 

1.5369 

0.2589 

ft  ord 

CA 

234 

0.0167 

0,2768 

1,0637 

1.5844 

0 , 258? 

Ft  mcph 

GA 

233 

0.0017 

0,2785 

1,0613 

1.5809 

0,25/6 

OFFUTAS 

NB 

233 

O.OIOI 

0,2986 

1 . J 6 0 7 

1.5799 

0.2574 

DALLAS 

TX 

233 

0.0009 

0,2896 

1.(583 

1,5763 

0,2569 

FT  MEAD 

MU 

232 

0.0114 

0.3010 

1 ,u554 

1.5720 

0,2562 

PORTSNO 

NH 

232 

0.0006 

0.3017 

1.U551 

1.5716 

0,2561 

ORLANDO 

FL 

232 

0.0115 

0.3132 

l.o535 

1.5691 

0.2557 

MCDJLL 

FL 

231 

0.0056 

0 , 3i8m 

1.0496 

1.5634 

0,2548 

CECIL  F 

Fl 

230 

0.0464 

0.3251 

1.0457 

1.5576 

0,2535 

dxrivEr 

MD 

229 

U , 0P37 

0 . 3288 

t . o412 

1.55ce 

0,2527 

CARLISL 

PA 

229 

0.0005 

0,3294 

1.0399 

1.5489 

0,2524 

JAXVILL 

FL 

229 

0.0473 

0,3367 

1.0396 

1.5485 

0 . 2523 

NORFOLK 

VA 

229 

0,0801 

0.4168 

1.0391 

1.5477 

0.2522 

ft  DIX 

NJ 

226 

0.009U 

C , 4258 

1.  j378 

1.5458 

0,2519 

PORTLAN 

OR 

227 

0,0006 

0.4253 

1 ,0326 

1.5384 

0,2507 

USARTKC 

MI 

226 

0.0016 

0.4278 

1 , 0284 

1.5317 

0,2496 

LACKLAN 

TX 

225 

0 . 0176 

0,4454 

1.0237 

1.5248 

0,2485 

KANSASC 

MO 

224 

0. 0DO7 

0,4462 

1.0182 

1.5166 

0,2471 

POPE  AB 

NC 

224 

0,0033 

0,4495 

1,0179 

1.5161 

0.24  71 

georgab 

CA 

223 

0.0046 

0.4541 

1.0130 

1.5089 

0 .2459 

castlab 

CA 

222 

0.045D 

0.4595 

1,0113 

1.5064 

0,2455 

rcckisl 

10 

222 

0,COC2 

0.4593 

1 ,0099 

1.5043 

0.2451 

ft  DEVE 

MA 

222 

0,0059 

0,4653 

1,0097 

1 .5(J40 

0,245: 

GRANFCR 

ND 

222 

0.0050 

0.4703 

1 .0084 

1.5020 

0,2448 

Charles 

SC 

222 

0,0186 

0,4809 

1 , 0070 

1.5011 

0,2446 

SEATTLE 

NA 

221 

0.0413 

0,4902 

1 , J 0 6 3 

1 .4986 

0,2442 

ft  lee 

VA 

221 

0.0059 

0 . 4961 

1 , '.'056 

1.4979 

0.2441 

ECLINaB 

FL 

220 

0.0106 

0 .5u67 

U.9979 

1 .4864 

0.2422 

FT  brag 

NC 

217 

0 .0350 

0.5417 

0.9884 

1.4722 

0,2399 

NEWPORT 

fli 

217 

0.0041 

0.5457 

0.9873 

1.4706 

0.2396 

APPI  NDIX  B 


TARLF  B-1  (Cont'd) 


RANKING  OF  INSTAI, NATIONS  BY  COMPOSITE  MIIC 


Installation 

Monthjy 

Housing 

Costs 

Percent  o( 
Personnel  at 

Cumulative 
Percent  of 

MHC 

Index 

Ratio  of 

MHC  to 

BAO 

Ratio  of 
MHC  to 

RMC 

(MHO 

216 

Installation 

Personnel 

RICKetB 

OH 

0,0  027 

0 ,5484 

0,9817 

1.4623 

0 1 2383 

FT  FUST 

VA 

216 

0 . UC7A 

0.5559 

0 ,9808 

1 , 4608 

0,2360 

SCOTT 

IL 

215 

0.0340 

0,5590 

0,9753 

1,4528 

0.2367 

GBIFFIS 

NT 

21A 

0 . 00  41 

0 , 564u 

0,9746 

Ii45l7 

0,2366 

ICChOKC 

WA 

214 

0 .0046 

0 . 5686 

0.9726 

1.4468 

0.2361 

PENSACO 

FL 

213 

0 .0096 

0.5782 

O.97o0 

1.4449 

0,2354 

ft  cabs 

CO 

210 

0.0193 

0,5975 

0 , 9543 

1.4214 

0,2316 

FT  SA'-N 

TX 

209 

U . 008b 

0.6064 

0.9523 

1.4184 

0,2311 

FT  CORD 

GA 

2oe 

0.0146 

0,6211 

0,9441 

1.4063 

0.2292 

ST  COUl 

MO 

207 

0,0  0 0 9 

0,6220 

0,9426 

1.4042 

0,2266 

HRL  AiJ 

UT 

207 

0.0032 

0.6252 

0 . 9397 

1.3997 

0.2261 

MCCON'AB 

KA 

206 

0.0036 

0 . 6290 

0.9381 

1.3972 

0.2277 

FT  camp 

KY 

206 

0.0191 

0,6461 

0.9365 

1.3949 

0.2273 

BITRitAB 

AK 

206 

0.0062 

0,6542 

0.9362 

1.3945 

0.227? 

NEW  ORl 

LA 

205 

0.0020 

0.6562 

0,9332 

1.3056 

0 , 2258 

OAKDAuE 

PA 

204 

0.0002 

0,6564 

0.9284 

1.3828 

0.2253 

FT  HARR 

IN 

203 

0.0336 

0.66,11 

0,9223 

1.3738 

0,2239 

LtdOORE 

CA 

203 

0,0059 

0.6659 

0.9212 

1.3721 

0,2236 

bremert 

WA 

202 

0,0  04  7 

0.6706 

0.9191 

1.3691 

0,2231 

FT  Lfcwl 

WA 

202 

0.0219 

0,6925 

0.91B8 

1.3686 

0.2230 

FT  HUAC 

AR 

202 

0,0346 

0.6974 

0.91P1 

1.3675 

0.2226 

FT  MONO 

VA 

202 

0,0012 

0.6986 

0.9160 

1.3674 

0.2228 

warren 

WV 

201 

C.UC37  • 

0.7023 

0.9158 

1.3641 

0,2223 

FT  HOOD 

TX 

200 

0,0404 

0,7427 

0 . 9 1 u 5 

1.3561 

0.2210 

KESSLAH 

MS 

200 

0.0139 

0.7566 

C . 9098 

1.3552 

0 , 2208 

BEAut A3 

CA 

200 

0.0047 

0.7613 

0,9093 

1.3545 

0 , 2207 

T INKER 

OK 

199 

0.0036 

0 . 7648 

0.9056 

1.3489 

0.2196 

WHIDISL 

W A 

199 

0 .0352 

0.7701 

0.9052 

1.3483 

0,2197 

ii  U E F P 0 R 

MS 

198 

0,0049 

0.7749 

(I.P962 

1.3379 

0.2180 

Cannon 

NM 

197 

U .0044 

0,7793 

0.8971 

1.3362 

0.2177 

TANOENB 

CA 

197 

0.0046 

0.7843 

0.8935 

1.3309 

0.2169 

CpERHvp 

NC 

196 

0.0091 

0.7930 

0.8931 

1.3303 

0 . 2166 

GRISSOM 

IN 

196 

t. 0027 

0,7957 

0,6931 

1.3302 

0 . 2168 

ENGuANO 

LA 

195 

0.0029 

0,7986 

0,8872 

1.32lS 

0,2153 

Cample j 

NC 

195 

0.O314 

0,8300 

0 , 8869 

1.3210 

0.2153 

malMSTR 

MT 

195 

0 , 0 0 4 6 

0 , 8346 

0 . 8857 

1.3193 

0.215O 

EOwAROS 

CA 

195 

0.0035 

0.8383 

0,6854 

1.3189 

0.2149 

WL’RTSM  I 

Ml 

195 

0 . 0033 

0,6416 

0,8844 

1.3173 

0,2146 

CmASE  F 

TX 

194 

O.CDIS 

0 , 8432 

0.8833 

1.3165 

0.2145 

TwNINtP 

CA 

193 

0 , Or'3'j 

0 . 6467 

U .6758 

1 . 3 u 4 5 

0 , 2126 

Ft  benn 

GA 

19? 

0.0157 

0 . 8625 

0,8736 

1.3012 

0.2120 

Ft  lEav 

KA 

192 

0.0029 

0,8654 

0,8730 

1.3003 

0,2119 

AEERLU  E 

MO 

191 

0 . UD54 

0 , 670  6 

0,8662 

1.2903 

0.2102 

CwANUTE 

IL 

190 

0,0'  96 

0,6Pfi6 

0.8617 

1.2835 

0.2091 

MEHlPlA 

MS 

190 

0, 0030 

0.6836 

0,8615 

1.2831 

0.2091 

KJNSSVL 

TX 

169 

0 . n [1 1 9 

0.6655 

0 , 8 6 0 1 

1.2611 

0 .2068 

MEMPHIS 

TN 

167 

0.0095 

0.8950 

0.85)3 

1.2680 

0,2066 

ft  BLIS 

TX 

166 

0 . C 1 2 6 

r.9o75 

0,8476 

1.2625 

0,2057 

ur.AMiEc 

al 

166 

0.0037 

0,9112 

0,8458 

: .2599 

0,2053 

ft  RIlE 

K‘ 

166 

0.U154 

0,9266 

0,3443 

1.2576 

0,2049 

ft  KNO* 

KY 

165 

0.0164 

0.945.) 

0,8407 

1.2522 

0 , 2040 

CRAIGAB 

AL 

161 

0.0319 

0.9469 

0 . 62l9 

1.2228 

0.1993 

ft  ruck 

AL 

179 

0,0055 

0.9524 

0,6114 

1 . 2066 

0 , iVoV 

FT  SILL 

O' 

178 

0 . C14V 

0.9t73 

0 ,8090 

1 .2050 

0 , 1964 

AlTUS 

OK 

1 76 

0 . U U 4 2 

0.971J 

0. 7993 

1.1986 

0,1940 

ft  wood 

MO 

169 

0,0121 

0,9036 

0 , 76‘'9 

1 .1409 

0,1859 

ft  polk 

LA 

165 

0.0164 

1 . 000  3 

0.7586 

1 .1183 

0,1822 

TABLE  B-2 


RANKING  OF  INSTALLATIONS  BY  OFFICER  MHO 


Installation 

Monthly 

Housing 

Costs 

(MHrj 

Percent  of 
Personnel  at 
Installation 

Cumulative 
Percent  of 
Personnel 

MHC 

Index 

Ratio  of 

MHC  to 

BAG 

Ratio  of 
MHC  to 
RMC 

New  YOR 

NY 

A56 

C.0027 

0,0027 

1.3021 

2.1743 

0.2847 

W»R.PHI 

PA 

449 

0,0018 

0.0045 

1,2837 

2.1435 

0 , 2806 

BOSTON 

MA 

438 

0 .0015 

0,0060 

1.25]'! 

2.0690 

0.2735 

Bayonne 

NJ 

434 

o.oocv 

0.0069 

1.24u3 

2.0712 

0,2712 

HANSCOM 

MA 

430 

0.0064 

0.0133 

1.2272 

2.0493 

0,2683 

BOL-WAS 

DC 

427 

0.0273 

0,0406 

1.2206 

2,0382 

0.2666 

MIL  CIS 

DC 

413 

0,0404 

0,0810 

1 .1601 

1,9705 

0.2580 

wash  DC 

DC 

410 

0.0470 

0.1279 

1.1718 

1-9567 

0.2562 

LAKEHUR 

NJ 

408 

0.0011 

0,1291 

1.1668 

1,9484 

0,2551 

ANDRtv.S 

MD 

407 

0.0110 

0,1401 

1.1618 

1,9401 

0,2540 

PORTSNO 

NH 

403 

o.ooov 

0.141O 

l,15u8 

1.9216 

0.2516 

fcL  TORO 

CA 

402 

0.0074 

0,1484 

1.1476 

1.9162 

0.2509 

CtEVbLA 

OH 

401 

0,0003 

0,1487 

1.1452 

1.9124 

0.2504 

SANOIEG 

CA 

400 

0.0575 

0.2u62 

1.1437 

1.9097 

0.2500 

LA  AFS 

CA 

394 

0,0065 

0,2128 

1 ,1313 

1.8892 

0,2473 

wreeuah 

DC 

391 

0.0090 

0.2218 

1.1171 

1.8653 

0.24*2 

PhIlaDE 

PA 

391 

0.0075 

0.2293 

1,1160 

1.8636 

0,2440 

MOMESTE 

FL 

389 

0.0032 

0.2326 

1,1121 

1.8570 

0 . 2431 

FT  MONM 

NJ 

388 

0.0040 

0,2366 

1.1084 

1.8508 

0.2423 

Sanpran 

CA 

387 

0.0227 

0,2593 

1.1071 

1.8487 

0.2420 

FT  BELV 

VA 

387 

0,0059 

0.2652 

1.1062 

1.8472 

0 . 2418 

JAXVILL 

FL 

387 

0.0084 

0,2736 

1,1059 

1.8467 

0.2418 

DXRIVER 

MU 

386 

0,0046 

0,2782 

1.1039 

1.8433 

0.2413 

FT  ORD 

CA 

384 

0.0124 

0,2906 

1.0976 

1.8328 

0,2400 

NEW  LON 

CN 

364 

0.0082 

0.2968 

1,0974 

1.8325 

0,2399 

CECIL  F 

FL 

381 

0.0054 

0,3042 

1,0877 

1.8163 

0.2578 

PEASE 

NH 

379 

0.U03B 

0 . 30  8 0 

1,0829 

1 . 8082 

0,2367 

MCDILL 

FL 

374 

0.0062 

0.3141 

1,1695 

1.7859 

0.2338 

NORFOLK 

VA 

374 

0.0567 

0.3729 

1 , 0683 

1.7839 

0.2336 

NEW  HRU 

ME 

373 

0.0041 

0.3769 

1.  1657 

1.7796 

0,2330 

PATRICK 

FL 

372 

0.0043 

0,3813 

1.0620 

1.7733 

0.2322 

Dallas 

TX 

371 

0.0006 

0.3819 

1.06u3 

1.7705 

0.2318 

eglinab 

FL 

371 

0.0130 

0,3949 

1 . ;5.9i 

1.7685 

0 . 2315 

SCHENEC 

NY 

370 

0.0008 

0,3956 

1 , 0583 

1.7673 

0,2314 

CHARLES 

SC 

370 

0.0125 

0,408l 

1.0574 

1.7656 

0,2312 

Ft  mead 

MD 

368 

0.0152 

0.4234 

l,05i.i2 

1.7537 

0.22V6 

FT  DETR 

HD 

365 

0.0011 

0.4245 

1,0437 

1.7428 

0.2282 

LOWRY 

CO 

365 

0,0063 

0.4308 

1.0423 

1.7405 

0.2279 

FT  DEVE 

MA 

365 

0,0056 

0,4364 

1.0416 

1.7393 

0.2277 

ORLANDO 

FL 

363 

0.0024 

0,4388 

1.0373 

1.7321 

0,2268 

FT  MCPH 

G< 

361 

0,0045 

0,4433 

1.0302 

1.7203 

0.2252 

FT  01  X 

NJ 

360 

0.0064 

0.4497 

1.0293 

1.7188 

0.2250 

FT  SHER 

IL 

358 

0,0028 

0,4525 

1.0222 

1.7069 

0,2235 

OFFUTAB 

NG 

357 

0 , 0203 

0,4728 

1 . 0211 

1.7051 

0,2232 

usartkc 

MI 

357 

0.0026 

0.4754 

1.0197 

1.7027 

0.2229 

FITZSAh 

CO 

357 

0.0O45 

0.4798 

1.0196 

1.7022 

0.2229 

Oakdale 

PA 

354 

0.0006 

0,4805 

1.O120 

1.6898 

0.2212 

georgab 

CA 

351 

0.0040 

0,4844 

1 . t,  0 3 1 

1.6750 

0.2193 

FT  SAMH 

TX 

348 

0.0161 

0,5005 

C,»93B 

1.6595 

0,2173 

ft  cans 

CO 

347 

0.0110 

0.5115 

0.9917 

1.6561 

0,2166 

KANSASC 

MO 

346 

0.0008 

0.5123 

0.9889 

1 . 6513 

0.2162 

CANNON 

NM 

345 

0.0029 

0.bl52 

0,9856 

1.6462 

0,2155 

NEWPORT 

RI 

345 

0.0110 

0.5262 

11.9844 

1.6438 

0,2152 

RJCKE/B 

OH 

344 

0,0026 

0,5289 

0.9822 

1.6401 

0.2147 

ChERRYP 

NC 

343 

0.0063 

0.5351 

0 , 9805 

1.6373 

0,2144 

ft  lee 

VA 

343 

0.0100 

0,5451 

0,9803 

1.6369 

0.21*3 

ST  LOUI 

MO 

343 

0, 11028 

0,5478 

0.9796 

1.6357 

0,21*2 

ft  jack 

SC 

342 

0.0047 

0,5526 

0.9768 

1.6311 

0.2135 

PENSACO 

FL 

341 

0.0172 

0.5697 

0.9755 

1.6290 

0.2133 

CASTLAB 

CA 

341 

0. C046 

0,5743 

U.9737 

1.6260 

0.2129 

SCOTT 

lu 

339 

0.0091 

0,5834 

0.9696 

1.6191 

0.2120 

TABI.E  B-2  (Cont'd) 


BANKING  OF  INSTA  LI.ATICNS  BY  OFFICFR  MHO 


Monthly 

Housing 

Costs 

(MHO 

Percent  of 
Personnel  at 

Cumulative 
Percent  of 

MHC 

Ratio  of 

MHC  to 

Ratio  of 
MHC  to 

Installation 

Installation 

Personnel 

Index 

BAG 

RMC 

ft  B«ag  NC 

339 

0.0280 

0,6113 

0.9692 

i.6185 

0,2119 

BFALEAB  ca 

339 

0,0046 

0.6158 

0,9689 

1.6178 

0.2118 

CHASt  F TX 

338 

0,0026 

0.6164 

0,9647 

1,6108 

0,2109 

LITRKAB  AK 

337 

0,0073 

0.6257 

0,9640 

1.6097 

0,2107 

NEW  ORU  U* 

337 

0.0030 

0.6287 

0,9629 

1.6079 

0.2105 

CARUISL  PA 

332 

0.0026 

0.6313 

0.9499 

1.5862 

0.2077 

LACKLAN  TX 

332 

0.0104 

0.6417 

0.9498 

1.5860 

0,2076 

portuan  or 

332 

0,0003 

0.642U 

0.9478 

1.5827 

0.2072 

POPE  AB  NC 

332 

0.0037 

0.6457 

0,9472 

1.5817 

0.2071 

WHJDISL  WA 

331 

0,0057 

0,6515 

0,9468 

1.5810 

0,2070 

HOCKISL  10 

331 

0.0013 

0.6527 

0,9458 

1.5794 

0.2068 

GRIFFIS  NY 

329 

0.0051 

0,6579 

0.9407 

1.5708 

0.2057 

granfcr  no 

328 

0,0C61 

0,664(1 

0.9365 

1,5639 

0.2047 

SEATTLE  WA 

327 

0,0012 

0,6652 

0.9352 

1.5617 

0,2045 

MERIOIA  MS 

325 

0.0026 

0.6678 

0.9277 

1.5492 

0.2028 

England  la 

324 

0,0020 

0,6698 

0.9265 

1.5472 

0,2026 

CAMPLEJ  NC 

323 

0,0162 

0,6859 

0.9227 

1.5408 

0,2017 

kirxlan  nm 

322 

0,0081 

0.694U 

0,9202 

1.5366 

0,2012 

mcconab  ka 

322 

0.0044 

0,6985 

0,9190 

1.5345 

0.2009 

KESSLAB  MS 

319 

0,0090 

0,7075 

0.9123 

1.5234 

0,1995 

FT  HARR  IN 

317 

0,0052 

0,7127 

0,9069 

1.5144 

0,1903 

MCCHORD  WA 

317 

0.0044 

0,7l71 

0.9063 

1.5133 

0,1901 

FT  KNOX  KY 

317 

0.0187 

0,7358 

0.9062 

1.5133 

0,1981 

MEMPHIS  TN 

317 

0,0035 

0,7393 

0 .9051 

1.5114 

0,1979 

FT  BUST  VA 

317 

0.0068 

0,7461 

0.9045 

1.5103 

0,19/7 

FT  LfcAV  KA 

316 

0,0130 

0,7591 

0.9041 

1.5097 

0.19/7 

HILL  AB  'JT 

315 

0.0045 

0.7636 

0,8995 

1.5021 

0.1967 

LEMOORE  CA 

314 

0.0047 

0,7683 

0.8962 

1.4965 

0.1959 

FT  Lfc«I  WA 

313 

0.0183 

0.7867 

0,8946 

1.4939 

0,1956 

WURTSMI  Ml 

313 

0.0031 

0.7898 

0,8940 

1.4928 

0.1954 

BREMERT  WA 

311 

0.0032 

0,7930 

0.8892 

1.4848 

0.1944 

tinker  ok 

3il 

0.0044 

0,7974 

0,8887 

1.4839 

0,1943 

FT  :iONR  V* 

310 

0.0046 

0,BC2U 

0.8865 

1.4803 

0,1938 

CRAIGAB  AL 

3C9 

0.0054 

0,6074 

0.8841 

1.4762 

0.1933 

vandenb  ca 

309 

0,0053 

0.8127 

0.8840 

1.4761 

0,1933 

ABERDEE  MD 

309 

0.0074 

0,8201 

0 ,8833 

1.4750 

0.1931 

EDWARDS  CA 

309 

0 ,0044 

0,8246 

0 , 8823 

1.4734 

0,1929 

gulfpor  ms 

308 

0.0013 

0,0258 

0.8794 

1.4685 

0.1923 

KINGSVL  tx 

308 

0 .0029 

0,8287 

0.8769 

1.4676 

0,1921 

ft  benn  ga 

308 

0.0202 

0,6469 

0,8786 

1.4671 

0 , 1921 

ft  rile  ka 

304 

0.0132 

0.8621 

0.8696 

1.4521 

0.1901 

ft  hood  tx 

304 

0.0264 

0,6865 

0.8692 

1 . 4515 

0.19IJ0 

TwNINEP  ca 

304 

0.0019 

0,8904 

0,8690 

1 . 4511 

0,1900 

WARREN  WY 

304 

0.0048 

0,8952 

0 , 8686 

1 .4504 

0,1699 

FT  BLIS  TX 

303 

0.0136 

0,9p9() 

0,8667 

1.4472 

0.1895 

ft  gord  ga 

303 

0.0096 

0,9186 

0 ,8666 

1.4470 

0.1894 

AlTUS  ok 

303 

0.0040 

0,9226 

0.8653 

1.4450 

0,1892 

GRISSOM  IN 

296 

0,0033 

0.9259 

0,6466 

1,4136 

0,1851 

MALMSTR  MT 

295 

0.0061 

0,9320 

0,8436 

1.4086 

0 , 1844 

ft  ruck  AL 

293 

0.0117 

0.9437 

0.8365 

1.3966 

0,1829 

USAMlSC  AL 

291 

O.nowa 

0,9485 

0,8305 

1,3868 

0,1816 

FT  camp  KY 

291 

0.3153 

0,9638 

0,8331 

1.3862 

0,1815 

CMANUTE  il 

290 

/J.0'134 

0.9672 

0.8298 

1.3856 

0,1814 

ft  MUAC  ar 

290 

O.U07A 

0.9746 

0,8287 

1.3838 

0.1812 

ft  wood  mo 

279 

o.tosi 

0.9797 

0,7978 

1.3322 

0,1744 

FT  SILL  OK 

274 

0.0159 

0.9956 

0,7833 

1.3080 

0.1712 

FT  POLK  la 

236 

0.0044 

1.0000 

0,6745 

1.1264 

0,1475 

I 


TABLE  B-3 


RANKING  OF  INSTALLATIONS  BY  ENLISTED  MHO 


Installation 

Monthly 

Flouting 

Costs 

Percent  of 

Personnel  at 

Cumulative 
Percent  of 

MHC 

Index 

Ratio  of 

MHC  to 

BAO 

Ratio  of 
MHC  to 
RMC 

(MUC) 

Installation 

Per  sonnet 

U*  AfS 

CA 

245 

0 . U 0 0 4 

0,0004 

1 . 2236 

1.7739 

0.3071 

MOMESTE 

FL 

242 

0 ,0050 

0 .0054 

1.2077 

1 . 7509 

0,3031 

80ST0^ 

MA 

240 

0,0004 

0,0057 

1,1989 

1,7362 

0,3009 

B0L«l«AS 

DC 

239 

0,0038 

0.0095 

1.1949 

1.7324 

0.29V9 

H«R.PH| 

PA 

236 

0,0012 

0,0107 

1.1822 

1.7139 

0,2967 

ANDREWS 

md 

235 

0,0061 

0.0168 

1,1766 

1.7058 

0.2953 

H4NSC0M 

HA 

235 

0 ,0009 

0.0177 

1.1741 

1.7022 

0,2947 

NEW  YOR 

NY 

235 

0,0019 

0,0196 

1.1730 

1 . 7006 

0,2944 

WASH  DC 

DC 

232 

0,0095 

0.0291 

1 . 16l  8 

1.6629 

0.2913 

SANFRAN 

CA 

231 

0,0317 

0 , 0608 

1.1536 

1.6725 

0,2895 

BAYONNE 

NJ 

231 

0,0005 

0 . 0613 

1.1536 

1.6725 

0.2895 

MIL  DIS 

DC 

229 

0.0067 

0 .0680 

1.1444 

1.6591 

0.2872 

PEASE 

NH 

227 

0.0036 

0,0716 

1.1363 

1.6474 

0,2652 

FT  BELV 

VA 

227 

0.0064 

0 .0780 

1,1356 

1,6463 

0,2850 

LOWRY 

CO 

226 

0.0095 

0 , 0875 

1.1286 

1 .6365 

0,2833 

KJRKLAN 

NM 

224 

0,0030 

0,0905 

1.120  7 

1.6249 

0.2813 

FIT2SAH 

CO 

222 

0.0014 

0 .0919 

1.1095 

1.6086 

0.2765 

el  TORO 

CA 

221 

0.0094 

0,1013 

1,1052 

1.6023 

0,27/4 

SCHENEC 

NY 

221 

0.0014 

0,1028 

1,1031 

1.5993 

0,2769 

FT  DETR 

MO 

220 

0.0005 

0,1033 

1.1021 

1.5978 

0,2766 

FT  MONM 

NJ 

220 

0.0032 

0.1065 

1.0981 

1.5920 

0,2756 

FT  JACK 

SC 

218 

0,0165 

0,1230 

1 ,u922 

1.5835 

0.2741 

PwlLADE 

PA 

218 

0 .0069 

0,1299 

1 , 0887 

1.5785 

0,2732 

PATRICK 

FL 

218 

0 ,0028 

0,1327 

1,  J882 

1.5776 

0.2731 

LAKEHUR 

NJ 

217 

0 ,0017 

0,1344 

1,0846 

1.5724 

0.2722 

NEW  LON 

CN 

216 

0,0110 

0,1454 

1,0790 

1.5643 

0 , 2708 

Ft  sher 

iL 

215 

0.0013 

0,1467 

1,0763 

1.5605 

0,2701 

NEW  BRU 

ME 

214 

0,0029 

0.1495 

1.U724 

1 . 5547 

0,2691 

offutab 

NB 

214 

0 .0086 

0,1581 

1,0689 

1.5497 

0,2663 

WREEDAH 

DC 

214 

U.0027 

0.1608 

1 , 0683 

1.5488 

0,2661 

FT  MCPM 

GA 

213 

0.0013 

0 , 1621 

1,0673 

1.5474 

0,2679 

CaRlISL 

P* 

212 

0.0002 

0.1623 

1.3621 

1.5399 

0 , 2666 

ORLANDO 

FL 

211 

0.0129 

C.1752 

1,0553 

1.5300 

0,2649 

clevela 

Ort 

211 

0,0002 

0.1754 

1,0552 

1.5299 

0.26*8 

Dallas 

TX 

211 

O.Onio 

0,1764 

1 , u551 

1.5297 

0,2648 

FT  MEAD 

MD 

211 

0.0108 

0.1872 

1.0541 

1.5283 

0,2646 

PCRTLAN 

OR 

211 

0 , 0 0 L'  5 

0.1877 

1.C537 

1.5277 

0.2645 

FT  ORD 

CA 

210 

0.0197 

0,2074 

1.0517 

1.5248 

0.2640 

SaNOIEG 

CA 

210 

0.0972 

0.3046 

1,0486 

1.5202 

0.2632 

lacklan 

TX 

2C8 

0.0167 

0 . 3233 

1.0415 

1.5100 

0,2614 

mcdill 

FL 

208 

0.0055 

0.3288 

1.0415 

1 . 5100 

0.2614 

FT  DIX 

NJ 

208 

0.0094 

0.3382 

l.'j376 

1.5043 

0,2604 

POPE  A6 

NC 

207 

0.0032 

0,3414 

1,0348 

1,5003 

0,2397 

CECIL  F 

FL 

206 

0.0065 

0 , 3479 

1 , il31  5 

1 . 4955 

0,2589 

NORFOLK 

V* 

206 

0 . 0 83 4 

0,4313 

1,0284 

1.4910 

0,2561 

USARTKC 

Ml 

206 

o.roi3 

0.4327 

1.0282 

1.4907 

0 ,2560 

portsno 

NH 

205 

0.0007 

0.4334 

1.0261 

1.4876 

0.25/5 

GRANFOR 

NO 

205 

0.0048 

0.4382 

1.0257 

1.4871 

0.25/4 

RCCkJSl 

10 

205 

0.00  0 1 

0.4385 

1 . 0251 

1 . 4862 

0.2573 

KANSASC 

MO 

205 

0.0007 

0,4390 

1.0237 

1,4842 

0,2569 

SEATTLE 

WA 

205 

0 ,0013 

0,4433 

1.U234 

1.4837 

0.2566 

DXRIVER 

HD 

204 

0.U036 

0.4A39 

1.  J213 

I.4606 

0,2563 

castlab 

CA 

204 

0.0051 

0.449U 

1.0192 

1.4777 

0 , 2558 

JAXVILL 

FL 

204 

0.0072 

0,4562 

1.0187 

1.4769 

0,2557 

6E0RGAB 

CA 

203 

0,0  047 

0,4609 

1 ,0133 

1.4690 

0,2543 

FT  lee 

V* 

202 

0.0053 

0,4662 

1.0101 

1.4644 

0,2535 

FT  EUST 

VA 

200 

0 .0075 

0,4737 

0 ,9994 

1.4469 

0,25116 

FT  DEVE 

MA 

200 

0,0060 

0,4797 

0,9985 

1.4476 

0,2506 

Charles 

SC 

198 

U.0195 

n ,4992 

0.9916 

1.4376 

0,2469 

FT  BRAG 

NC 

19B 

0.0360 

0,5353 

0.9912 

1.4371 

0 , 2468 

mccmord 

WA 

198 

0.0047 

0.5399 

0.9865 

1.4332 

0.2461 

L 
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TABLE  B-3  (Cont'd) 

RANKING  OF  INSTALLATIONS  BY  ENLISTED  MHG* 


Monthly 

Housing 

Percent  of 

Cumulative 

Installation 

Costs 

(MHC) 

Personnel  at 
Installation 

Percent  of 
Personnel 

NEWPORT 

RI 

197 

0,0030 

0,5429 

griefis 

NY 

196 

0,0039 

0,5469 

RICKcaB 

OH 

196 

0,0027 

0.5496 

EGLINAB 

FL 

196 

0,01C2 

0,5598 

SCOTT 

It 

195 

0.0C32 

0,5631 

PENSACO 

Ft 

193 

0,0064 

0.5715 

FT  CAMP 

KV 

193 

0,ol97 

0,591? 

FT  GORD 

GA 

193 

0,0156 

0.6067 

hill  AB 

UT 

190 

0,0029 

0,6097 

FT  CARS 

CO 

168 

0 , 0206 

0,6303 

MCCONAB 

KA  , 

188 

0,0037 

0.6340 

FT  HUAC 

AR 

168 

0,0044 

0 ,6384 

FT  SAMH 

TX 

168 

0 ,0077 

0,6462 

ST  LODI 

MG 

186 

0,0006 

0,6467 

warren 

WT 

1B5 

0,0035 

0,6503 

LITRKAB 

AK 

185 

0,0060 

0.6553 

LEMOORE 

CA 

165 

0,0060 

0.6623 

bremert 

WA 

165 

0,0049 

0.5672 

FT  mONR 

VA 

165 

0,0007 

0,6579 

ft  HARR 

IN 

165 

0,0034 

0.6713 

ft  lewi 

WA 

165 

0.0225 

0.6938 

FT  hood 

TX 

164 

0.0425 

0,7363 

NEW  ORL 

LA 

184 

0.0016 

0.7382 

Tinker 

OK 

182 

0.0034 

0 , 7415 

KESSLAB 

MS 

161 

0.0146 

0,7562 

GRISSOM 

IN 

161 

0,0026 

0.7588 

Oakdale 

PA 

161 

C.0C02 

0,7590 

GL'LFPOR 

MS 

160 

0 ,0054 

0,7645 

malmstr 

MT 

179 

0.0046 

0,7691 

VANDENB 

CA 

179 

0.0045 

0.7736 

WhIDISl 

wA 

176 

0.0051 

0,7787 

BEALEAB 

CA 

178 

0.0047 

0,7835 

EDWARDS 

CA 

177 

0.0033 

0,7858 

WURTSMI 

Ml 

176 

0.0033 

0.7901 

twninep 

CA 

175 

0 .0038 

0.7939 

Cample j 

NC 

175 

0.0336 

0,8276 

England 

L* 

175 

0.0030 

0.8307 

Cannon 

NM 

174 

0,0046 

0.6353 

ft  benn 

GA 

174 

0.015(1 

0,8503 

chanute 

IL 

174 

0 . 01o6 

0,6611 

CmERHYP 

NC 

173 

0.0095 

0,8706 

FT  lEAV 

KA 

172 

0.0014 

0.6720 

ABERDEE 

MD 

172 

0.0051 

0.8771 

Chase  f 

TX 

172 

O.C015 

0.6786 

KINGSVL 

TX 

171 

0.0''17 

C,88C3 

USAMISC 

AL 

170 

0.0035 

0,6838 

MERIDIA 

MS 

168 

0.0031 

0,8859 

FT  BLIS 

TX 

168 

0.0124 

0,8992 

FT  rile 

KA 

167 

0.0157 

0.9149 

MEMPHIS 

TN 

167 

0.0104 

0.9253 

FT  KNO* 

KV 

164 

0.0163 

0,9437 

FT  SILL 

OK 

163 

0.0148 

0,9584 

ft  RUCK 

AL 

160 

0,0045 

0.9630 

CRAIGAB 

AL 

160 

0 . 0014 

0.9644 

altus 

OK 

156 

0.0042 

0.9686 

ft  polk 

LA 

154 

0.0162 

0,9068 

ft  wood 

MO 

151 

U .0132 

l.Ocno 

MHC 

Index 

Ratio  of 

MHC  to 

BAO 

Ratio  of 
MHC  to 
RMC 

0,9856 

1 .4290 

0.2474 

0,9816 

1.4231 

0.2464 

0,9792 

1.4196 

0,2457 

0.9786 

1.4167 

0,2456 

0.9745 

1.4128 

0.2446 

C.9661 

1.4006 

0.2425 

0,9635 

1.3959 

0.2416 

0,9632 

1.3964 

0,2417 

0.9485 

1.3751 

0.2380 

0,9416 

1.3651 

0,2363 

C.9410 

1.3643 

0.2362 

C . 9 4 u 5 

1.3535 

0.2360 

0,9384 

1.3605 

0,2355 

0.9303 

1.3487 

0.2335 

0.9255 

1.3433 

0.2325 

0.9252 

1.3428 

0,2325 

0,9258 

1.3422 

0 .2323 

0.9251 

1.3412 

0,2322 

0.9244 

1.3402 

0.2320 

0.9242 

1.34Q0 

0.2320 

U.9232 

1.3365 

0.2317 

C.9196 

1.3332 

0.23U8 

0,9189 

1.3322 

0.2306 

0.9080 

1.3164 

0,2279 

0.9069 

1.3148 

0.2276 

0,9037 

1.3102 

0,2268 

0,9030 

1.3092 

0,2266 

0.9012 

1.3066 

0.2262 

0.8952 

1.2978 

0.2247 

0.6939 

1.2960 

0.2243 

0.6914 

1.2924 

0.2237 

0,8906 

1.2913 

0,2235 

0.8641 

1.2817 

0.2219 

0.8795 

1.2751 

0,2207 

0,8755 

1.2693 

0.2197 

0,8746 

1.2682 

0.2195 

0.8741 

1.2573 

0.2194 

0.8704 

1.2618 

0,2184 

(/,87o0 

1.2614 

0.2184 

C . 8684 

1.2589 

0.2179 

0 . 8667 

1.2566 

0.2175 

0.8623 

1.2501 

0,2164 

0,3594 

1.2459 

0,2157 

0.8593 

1.2459 

0,2157 

0,9528 

1.2364 

0,2140 

0.8480 

1.2294 

0.2128 

0.8410 

1.2193 

0,2111 

0 , 84o3 

1.2162 

0,2109 

0.8352 

1.2109 

0,2096 

0.8343 

1.2096 

0,2094 

0.8205 

1 . 1895 

0.2059 

0.8140 

1.1002 

0.2043 

0.8025 

1.1635 

0.2C14 

0.8015 

1 .1620 

0,2(?11 

0.7791 

1.1296 

0,1955 

0.7699 

1.1162 

0.19J2 

0.7553 

1.0950 

0,1895 

Installation  10%  plan 


Alalianna 

R.  Rucker  5 

Craig  A FB  5 

Arizona 

Ft . Huachuca  4 

♦YniaP.G.  5 

*Gila  Bend  ^ 

Arkansas 

Little  Rock  AFB  4 

*Blythcville  5 

California 

Los  Angeles  1 

San  Diego  3 

San  Francisco  2 

*Centreville  Beach  4 

Lemoore  4 

El  Toro  2 

Twenty -nine  Palms  5 

Ft.  Ord  3 

•China  Lake  5 

•El  Centro  4 

•Long  Beach  3 

•Port  Ilueneme  5 

•Barstow  5 

•Camp  Pendleton  5 

•Oakland  Army  Terminal  3 

•Sacremcnto  • ^ 

Edwards  AFB  5 

Vandenberg  AFB  4 

•Travis  AFB  4 

Castle  AFB  3 

Beale  AFB  4 

George  AFB  3 

•SliarpeA.D.  5r 

•Sierra  A. D.  ^ 


15%  plan 

4 

4 


3 

3 


State  and 
Installation 


Colorado 
Lowrey  'ITC 
Ft.  Carson 
Fitzsimmons  A.  H. 

Connecticut 
New  London 

Delaware 
*lX)ver  AFB 

District  of  Columbia 
(All  installations  in 
metropolitan  D.C.  area) 

Florida 
Jacksonville 
Pensacola 
Orlando 
♦Key  West 
♦Panama  City 
Cecil  Fid. 

♦May  port 
Eglin  AFB 
Homestead  AFB* 
♦Patrick  AFB 
MacDill  AFB 
♦Tyndall  AFB 

Georgia 

♦Athens 

Albany 

Ft.  McPherson 
Ft.  Gordon 
Ft.  Benning 
♦Marietta 
♦Glynco  NAS 
♦Ft.  Stewart 
♦Robins  AFB 
♦Moody  AFB 

Idaho 

♦Mt.  Home  AFB 
♦Itlaho  Falls 


State  and 
installation 


10%  plan 


15%  plan 


Illinois 

*Clucago  2 

♦Great  l^akes  3 

Scott  AFB  4 

♦Glenview,  IL  4 

Indiana 

Indianapolis  and 

R.  Harrison  4 

Grissom  APR  5 

Iowa 

Rock  Island  3 

Kansas 

R.  Leavenworth  5 

McConnell  AFB  4 

Ft.  Riley  5 

Kentucky 

R.  Campbell  4 

Ft . Knox  5 

♦Lexington  4 

Louisiana 

New  Orleans  4 

Ft.  Polk  6 

England  AFB  5 

♦Barksdale  AFB  4 

Maine 

Brunswick  3 

♦Winter  Harbor  4 

♦East  Machias  4 

♦LoringAFB  4 

Maryland 

Patuxent  River  3 

Ft.  Meade  3 

Aberdeen  P.G.  5 

Andrews  AFB  2 

*R.  Ritchie  4 

♦R.  Detrick  4 

♦Bainbridge  ^ 


2 or  1 
2 

3 
3 


3 

3 


3 

3 

4 

3 

4 
3 

3 

4 
3 
3 

2 

3 

3 

3 

2 

2 

3 

1 

3 

3 

3 


i 


State  and 

installation  ] 0%  plan 

Massachiusetts 

Boston  1 

♦Nantucket  3 

Hanscom  AFB  2 

lA . Devens  3 

♦Natick  Labs  3 

♦Westover  3 

Michi'^ran 

U.S.  Army  Tank  Command  3 

♦Sawyer  APB  5 

Wurtsmiih  AFB  5 

♦Kincheloe  AFB  5 

♦Selfridge  AFB  5 

Minnesota 

♦Minneapolis -St.  Paul  2 or  3 

♦EXiluth  2 or  3 

Mississippi 

Gulf[:)oi.t  5 

Meridian  5 

♦Pascagoula  5 

Kessler  TI'C  4 

♦Jackson  4 

♦Vicksburg  4 

Missouri 

Kansas  City  3 

St.  Louis  4 

Ft . Wood  6 

♦Richards-Greliaur  AFB  3 

♦Whiteman  AFB.  5 

Montana 

Malm  Strom  AFB  5 

Nehra  ska 

Omaha  3 

Offut  AFB  3 

Neva  da 

♦I>as  Vegas  4 

♦ I’allon  4 

♦Hawthorne  4 


15%  plan  I 

1 

2 

1 

2 

2 

2 

2 

3 

3 

3 I 

3 

2 

2 

J 

3 

3- 

3 

3 

3 

3 


2 

3 

4 
2 
3 


2 

2 

3 

3 

3 


state  and 
installation 


10%  plan 


15%  plan 


New  llamiishire 

Portsmouth  3 

Pease  AFB  2 

New  Jersey 

Lakeliurst  3 

Bayonne  2 

Ft.  Dix-McGuire  AFB  3 

New  Mexico 

Cannon  AFB  5 

Kirkland  AFB  3 

♦White  Sands  M.R.  5 

New  York 

New  York  City  1 

Schenectady  3 

♦Griffin  AFB  3 

* Seneca  3 

♦Ft.  Drum  3 

♦Hancock  Fid.  3 

♦Plattslxirg  3 

♦U.S.  Military  Academy  3 

North  Carolina 

Ft.  Bragg- Pope  AFB  4 

♦Seymour  Johnson  AFB  4 

Camp  Lejeune  5 

Cherry  Point  MC\S  5 

♦New  River  MCAS  5 

♦Cape  llatteras  5 

Nortlt  Dakota 

Grand  Forks  AFB  3 

♦Minot  AFB  3 

Ohio 

Rickenbacker  A FB  4 

♦Cincinnati  3 

♦Wright -Patterson  AFB  3 

Cleveland  3 


L 


2 

1 

2 

1 

2 

3 

2 

3 

1 

2 

2 

2 

2 

2 

2 

2 

3 

3 

3 

3 

3 

3 


2 

2 

3 

2 

2 

2 


t 

I 


r 


( 

i. 


I 


i 


F= 


State  and 

installation  10%  plan 


Oklahoma 

*McAlesLer  5 

Ft.  Sill  5 

Altus  AFB  6 

Tinker  AFB  4 

Orepon 

Portland  3 

Coos  Bay  4 

Pennsylva  nia 

Philadelphia  1 or  2 

♦Mechanicsburg  4 

* Indiant  own  Gap  Mil.  Res.  4 

Carlisle  Barracks  3 

Oakdale  4 

* Letterhenny  A . D.  4 

Rhode  Island 

Newport  4 

*DQVisville  4 

South  Carolina 

Ft.  Jackson  3 

Charleston  3 

*Beaufort-rarris  Island  4 

* Myrtle  Beach  AFS  4 

*Sliaw  4 

South  I'iakota 

‘Ellsworth  AFB  3 

Tennessee 

Memphis  5 

Texas 

Chase  Fid.  5 

Dallas  3 

Kingsville  5 

Ft.  Sam  Houston  4 

Lackland  TTC  3 

♦Reese  AFB  4 

♦Sheppard  TTC  4 

Ft.  Hood  4 

Ft.  Bliss  5 


1 5%  plan 


4 


2 

3 

4 


2 

4 

3 

2 

3 

3 

3 

4 


Meo  .-<COC'3CSCOC<5  COCO  CSCSCOCOCO 


State  and 
installation 


10%  plan 


15%  plan 


Texas  (Cont'd) 
*Cori)us  Christ! 
*Bergrtrom  APB 
♦Carswell  APB 
♦Dyress  APB 
♦Ellington  APB 
♦Goodfellow  APB 
♦Laiiglilin  APB 
♦Webb  APB 
Red  River  A . D. 

Utah 
Hill  APB 
♦Dugway  P.  G. 

Virginia 
♦Newport  News 
Norfolk 
Yorktown 
Belvoir 
Ft.  P-ustis 
Ft.  Lee 
Ft.  Monroe 
♦Dahlgren  Lab 
♦Langley  AFB 

Washington 

Bremerton 

Seattle 

Wliidbey  Island 
Ft.  Lewis 
♦McCIiord  AFB 

West  Virginia 
♦Sugar  Grove 

Wisconsin 
♦Milwaukee 
Ft.  McCoy 

Wyoming 
Warren  AFB 


5 

5 

5 

5 

5 

5 

5 

5 

5 

5 


4 

4 

3 

3 

3 
2 

4 

3 

4 
3 

3 

4 

3 

4 
4 
4 

4 

2 


4 


4 

4 

4 

4 

4 

4 

4 

4 

4 

4 


3 

3 


2 

2 

2 

2 

3 

3 

3 

2 

2 

3 

2 

3 

3 

3 

3 


2 


3 


I 


i 

I 


> ^ 


I 


i 


I 


♦ 1975  NAVFAC  data  unavailable,  installation  not  included  in  the 
118  installations  studied,  installation  categorized  based  on 
gcograpliic  proximity  to  known  installations  and  population 

densities.  " | 


TABLE  D-1 


MILITARY  FAMILY  OFF  POST  MONTHLY 
OWNER  AND  RENTER  HOUSING  COSTS 


Owner 

R ent  er 

Combined  Owner  Per  Cent 

Pay  Grade 

Weight  • 

BAG 

Cost 

Cost 

and  Renter 

Cost  Who  Rent 

0-6 

. 0553 

273 

528 

406 

485 

13.3% 

0-5 

. 1219 

252 

464 

383 

453 

12.5 

0-4 

. 1993 

227 

419 

333 

405 

15.  7 

0-3 

. 3550 

206 

372 

278 

343 

29.  2 

0-2 

. 1437 

185 

320 

238 

279 

51.8 

0-1 

. 1248 

149 

304 

214 

235 

73.2 

Weighted  ) 
Average  ) 
Above  )-- 

Officer  ) 
Grades  ) 

210 

385 

295 

354 

32.  3 

E-8 

. 0244 

182 

301 

271 

283 

22.  7 

E-7 

. 0855 

170 

281 

241 

262 

28.2 

E-6 

. 1506 

158 

273 

222 

241 

51.0 

E-5 

. 2258 

146 

256 

193 

204 

80.  8 

E-4 

. 2970 

128 

233 

172 

176 

94.  7 

E-3 

.2167 

1 1 1 

210 

161 

163 

97.  6 

W eighted  ) 
Average  ) 
Above  ) - 

Enlisted  ) 
Grades  ) 

- 

138 

245 

190 

199 

80.  4 

Weighted  ) 
Average  ) 
All  Above  ) 
Personnel  ) 

-- 

148 

264 

204 

220 

73.8 

^ W eights 

slnown  refle 

rt  offici’ 

r and  e 

nlisted  CONUS  fractions 

for  grades  shown 

Appendix  D 


TABLE  D-2 


AVERAGE  OFFICER  BAO,  MHC,  MHC/BAQ,  AND 
BAQ  MULTIPLIERS.  ALTERNATIVE  CATEGORIZATIONS 


Average  Average  MHC  Index  BAQ  Multiplier  Percent  of 
Category  BAQ  MHC  MHC/BAQ  MHC  Index  - 1 Personnel 


Five  Percent  VHA  Categorization  Plan 


1 

210 

432 

2.  06 

1.06 

3.  98 

2 

210 

410 

1.  96 

. 96 

10.  89 

3 

210 

386 

1.  84 

. 84 

5.  12 

4 

210 

368 

1. 76 

.76 

11.38 

5 

210 

355 

1. 69 

.69 

21.  17 

6 

210 

339 

1.61 

.61 

12.  43 

7 

210 

319 

1.51 

.51 

14.  56 

8 

210 

310 

1.48 

.48 

10.  76 

9 

210 

300 

1.43 

. 43 

8.  35 

10 

210 

260 

1.24 

.24 

1.  35 

Ten  Percent  VHA  Categorization  Plan 


1 

210 

432 

2.  06 

1. 06 

3.  98 

2 

210 

394 

1.88 

. 88 

16.01 

3 

210 

374 

1. 78 

.78 

32. 46 

4 

210 

324 

1.  54 

. 54 

27.  01 

5 

210 

308 

1.47 

. 47 

19.  11 

6 

210 

260 

1.24 

.24 

1. 35 

Fifteen 

Percent  VHA 

Categorization  Plan 

1 

210 

422 

2.  01 

1.01 

14.  87 

2 

210 

376 

1.  79 

.79 

37.  58 

3 

210 

319 

1.  52 

.52 

37.  85 

4 

210 

288 

1. 37 

.37 

9.  70 

Appendix 


TABLE  D-3 


AVERAGE  ENLISTED  BAQ,  MHC,  MHC/BAQ,  AND 
BAQ  MULTIPLIER.  ALTERNATIVE  CATEGORIZATIONS 


Category 

Average 

BAQ 

Average 

MHC 

MHC  Index  BAQ  Multiplier 
MHC/BAQ  MHC  Index  -1 

Percent  of 

Personnel 

Five  Percent  VHA  Categorization  Plan 

1 

138 

239 

1.  73 

.73 

. 77 

2 

138 

234 

1. 70 

. 70 

2.  87 

3 

138 

224 

1. 62 

. 62 

6.  55 

4 

138 

214 

1.  55 

. 55 

14.  78 

5 

138 

204 

1. 48 

.48 

24.  20 

6 

138 

195 

1.  41 

. 41 

10.  79 

7 

138 

184 

1. 33 

.33 

16.  62 

8 

138 

173 

1.25 

.25 

12.  74 

9 

138 

164 

1.  19 

.19 

7.  06 

10 

138 

153 

1.  11 

. 11 

3.  56 

Ten  Percent  VHA  Categorization  Plan 

1 

138 

239 

1.73 

.73 

.77 

2 

138 

229 

1.66 

.66 

9.42 

3 

138 

209 

1.  51 

. 51 

38.  93 

4 

138 

190 

1.37 

. 37 

27.  41 

5 

138 

170 

1. 23 

.23 

19.  80 

6 

138 

153 

1.11 

. 11 

3.  56 

Fifteen  Percent  VHA.  Categorization  Plan 

1 

138 

234 

1. 70 

. 70 

3,  64 

2 

138 

211 

1.53 

. 53 

45.  53 

3 

138 

184 

1. 33 

.33 

40.  15 

4 

138 

161 

1.  17 

. 17 

10.  62 
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TABLE  D-4 


BAQ,  RMC,  AND  MHC, 
JANUARY  1975  AND  JANUARY  1976 


Pav 

Grade 

Jan 

1975 

BAQ 

Jan 

1976 

BAQ 

Jan 

1975 

MHC 

Jan 

197o 

MHC 

Jan 

1975 

RMC 

Jan 

19  76 
Rf'C 

We  i jihts 

06 

273 

286 

485 

556 

2675 

2820 

.0553 

05 

252 

265 

453 

502 

2207 

2325 

.1219 

04 

227 

259 

405 

457 

1825 

1919 

' .1993 

03 

206 

217 

343 

383 

1500 

1581 

. 3 5 50 

02 

185 

195 

279 

303 

1210 

1271 

.14  3 7 

Cl 

149 

157 

235 

258 

913 

959 

.1248 

Weighted  Officer 
Average 

210 

220 

3 54 

394 

1600 

168  5 

r.s 

182 

191 

283 

313 

1276 

1341 

.0244 

i 7 

170 

179 

262 

288 

1115 

1170 

.0855 

1.6 

158 

166 

241 

258 

961 

1001 

.1506 

1 5 

146 

154 

204 

218 

809 

850 

. 2 2 58 

14 

12S 

134 

176 

187 

695 

731 

. 2970 

L3 

111 

116 

163 

1 77 

561 

664 

. 21  67 

Weighted  h.nlisted 
Ave  rage 

138 

145 

200 

214 

797 

8 38 

All  Personnel 

146 

155 

221 

239 

906 

9 53 

Appt-'nJix  r 


i 

1 


MHC  Rl.LAT 


VI  TO  l AQ 
JANT'ARY 


AND  RVC  A;;n  PAQ  KH.MIVT  to  IOT, 
1975  AM  JANUARY  IRTf 


Pay 

Grade 

MlT/BAij 

‘n.(7 

r >i( 

P \^/!.''6 
JaiT  19"5‘'* 

JiUi_U75 

Jan  19'6 

Jan  19 -^5 

Jan  1 9 ~ 6 

7 ' 7 i c e 1 

G 1 C.  Vi  c 

0 6 

1 .777 

1 . 944 

.181 

.I'M 

.102 

05 

] .798 

cc 

. 20  5 

. 216 

.114 

04 

1 .784 

] .912 

2 2^ 

. 238 

. 1 24 

03 

1 . 66  5 

i . 765 

. 728 

. 24  2 

.137 

02 

1 . 508 

1 . 554 

. 231 

. 238 

. 153 

01 

1.577 

1.643 

. 257 

. 269 

.163 

Wciglited 

Officer 

Average 

1.685 

1.791 

T '>  ] 

. 2 34 

.131 

rs 

1.555 

1 .639 

. 222 

. 233 

.143 

r7 

1 . 541 

1 .6  09 

.235 

. 246 

.152 

PC 

1 . 525 

1 . 554 

. 251 

. 2 56 

.164 

P5 

1 .397 

1.416 

. 252 

. 256 

. 180 

i:4 

1.375 

1 . 396 

. 2 53 

. 256 

. 1 84 

P3 

1.408 

1 . 526 

. 291 

. 266 

. 198 

Weighted  Unlisted 

Average 

1 .449 

1.476 

. 251 

.256 

.17  3 

All  Fersoniiel 

1.493 

1 . 541 

. 244 

.250 

.162 

a Share  of  BAQ  ii; 

I<?!C  unchange 

d hetveen 

19 ”5  and 

1 9 7 1. . 

i 
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Table  D-6 

Monthly  Military  Income  and  Housing  Cost  Data 


;iIE  FEASIBILITY  OF  A GEOGRAPHIC 
PAY  SUPPLEMENT  FOR  CONUS 
MILITARY  PERSONNEL 


A Contract  Report 
Prepared  By 

Center  for  Naval  Analysis 
Institute  of  Naval  Studies 


September  1975 


Summary  

Introduction  1 

The  existing  data  on  interarea  variation  in  the  cost  of  living  2 

Regional  variation  in  living  costs  and  the  appropriate  GPA  index  5 

Construction  of  housing  cost  indexes  for  CONUS  military  installations 

and  alternative  variable  housing  allowance  plans  13 

Construction  of  the  housing  cost  indexes  19 

Alternative  variable  housing  allowance  plans  27 

Reasons  and  criteria  for  grouping 27 

Alternative  VHA  adjustments  31 

Cost  of  alternative  VHA  plans 43 

An  evaluation  of  the  VHA  concept  and  suggested  next  steps  46 

References  50 

Appendix  A - NAVFAC  average  monthly  housing  costs  of  military  personnel 

for  1975  and  1976,  by  rank  and  type  of  housing A-1  - A-2 

Appendix  B - Categorizations  of  CONU”  military  installations  under  the 

10  percent  and  15  percent  plans  B-1  - B-8 

Appendix  C - CONUS  installations  with  unknown  housing  cost  indexes C-1  - C-4 


LIST  OF  TABLES 


No.  Title  Page 

1 Matrix  of  correlations:  Family  budgets  COL  indexes  10 

2 Standard  deviations  of  COL  indexes  and  budget  sliares  of  respective 

commodities  (Autumn  1974)  11 

3 BAQ,  RMC,  and  MHC,  January  1975  and  January  1976  1 4 

4 MHC  relative  to  BAQ  and  RMC  and  BAQ  relative  to  RMC,  January 

1975  and  January  1976  15 

5 Selected  housing  costs  as  a percent  of  income,  homeowners  17 

6 Rental  expenditures  as  a percent  of  income  17 

7 Monthly  housing  costs  as  a percent  of  income,  military  personnel 

and  comparable  income  classes  of  civilians  18 

8 Ranking  of  installations  by  all  personnel  MHC  ^ 20 

9 Ranking  of  installations  by  officer  MHC  22 

10  Ranking  of  installations  by  enlisted  MHC  24 

11  A VHA  plan  where  installations  are  grouped  on  the  basis  of  five 

percent  increments  in  all  personnel  MHC  index  29 

12  A VHA  plan  where  installations  are  grouped  on  the  basis  of  ten 

percent  increments  in  all  personnel  MHC  index  29 

13  A VHA  plan  w'here  installations  are  grouped  on  the  basis  of  fif- 
teen percent  increments  in  the  all  personnel  MHC  index  30 

14  Average  officer  MHC,  MHC/BAQ,  and  MHC/RMC  alternative 

categorizations  32 

15  Average  enlisted  MHC,  MHC/B/\Q,  and  MHC/RMC  alternative 

categorizations  33 

16  Dollars  in  married  RMC  associated  with  housing,  under  alternative 

assumptions  35 

17  The  share  of  housing  dollars  in  RMC  alternative  definitions  36 

18  V1L\  adjustment  factors  for  all  personnel,  various  measures  of 

housing  dollars  37 

19  \'HA  ailjustment  factors  for  officers,  various  measures  of 

housing  dollars  38 


PHECEDIMG  FAQE  BLANK 


-iii- 


LIST  OF  TABLES  (Cont'd) 


Title 


VHA  adjustment  factors  for  enlisted  personnel,  various  measures 
of  housing  dollars 

RMC  adjustment  factors  based  on  VHA  plan  whose  base  is  20 
percent  of  RMC 

Calculation  of  the  cost  of  VHA  plan  which  uses  BAQ  as  the  base 
Cost  of  alternative  VH^  plans 


SUMMARY 


There  has  been  concern  for  some  time  that  the  current  system,  in  which  personnel 
receive  the  same  pay  regardless  of  their  duty  station,  imposes  a hardship  on  personnel 
assigned  to  high  cost-of-living  areas.  This  study  examined  the  extent  to  which  it  is 
currently  feasible,  as  well  a.s  desirable,  to  provide  military  personnel  in  the  Continental 
United  States  with  a geographic  pay  adjustment  (GPA)  to  account  for  regional  differences 
in  living  costs. 

THE  FEASIBILITY  OF  A GPA 

Data  Availability  and  Adequacy 

The  federal  government  ( Bureau  of  Labor  Statistics)  publishes  annually  only  one 
set  of  data  on  regional  cost-of-living  differences,  the  Urban  Family  Standard  Budgets 
cost-of-living  (COL)  indexes.  These  data  contain  COL  indexes  for  38  metropolitan  areas 
and  4 regional  "non-metropolitan”  areas.  In  addition,  cost  indexes  for  seven  commodity 
categories  (housing,  food,  transportation,  medical  care,  personal  care,  clothing,  and 
other  items)  are  provided. 

These  data  were  examined  and  judged  to  be  inadequate  for  the  purposes  of  a GPA. 

Only  20  percent  of  CONL’S  military  personnel  were  found  to  be  in  the  38  metropolitan 
areas  for  which  COL  indexes  are  available.  The  other  80  percent  of  personnel  would  not 
be  fairly  represented  b>'  the  four  regional  "non-metropolitan  area  indexes.  There  are 
large  metropolitan  areas  for  which  data  are  not  available,  and  the  personnel  in  these 
other  areas  would  not  be  fairly  represented  by  one  of  the  "non-metropolitan"  indexes. 

A 1969  study  by  the  National  Industrial  Conference  Board  studied  these  data  and  found 
that  national  companies  would  be  unable  to  use  them  for  pay  adjustment  purposes  for  the 
same  reasons. 

There  does  exist  one  source  of  tlata  on  prices  paid  by  CONUS  military  personnel,  the 
Naval  Facilities  Engineering  Command  (NAVFAC)  housing  expenditure  data.  NAVFAC  sur- 
veys personnel  at  each  CONUS  installation  and  obtains  estimates,  by  rank,  of  average 
monthly  housing  costs.  Installations  are  surveyed  on  a rotating  basis  at  least  once  every 
3 years.  These  are  the  only  currently  available  tlata  on  prices  paid  by  military  personnel 
on  an  installation-by-installation  basis. 

How  the  NAVFAC  data  might  be  used  in  the  implementation  of  a GPA  was  then  con- 
sidered. First,  could  the  NAVFAC  data  be  used  to  adjust  total  pay?  It  was  suggested 
that  they  should  not  be  used  in  this  fashion,  for  two  reasons.  First,  the  data  are  cor- 
related, but  not  perfectly,  with  overall  living  costs.  There  will  be  areas  which  liave 
high  (low)  housing  costs  which  have  low  (high)  overall  living  costs.  Use  of  a specific 
commodity  cost  index  to  adjust  total  pay  will  thus  lead  to  errors  in  adjustment  of  com- 
pensation at  some  installations.  Second,  analysis  of  tne  Family  Budgets'  COL  indexes 
showed  that  the  geographic  variation  in  housing  costs  is  much  larger  than  the 


geographical  variarion  in  overall  living  costs.  Using  a housing  cost  index  to  adjust 
total  pay  would  lead  to  overadjustment  ot  pay  of  those  personnel  in  high  housing  cost 
areas  and  underadjustment  of  pay  of  those  personnel  in  low  housing  cost  areas. 

Tlie  basic  conclusion  was,  then,  that  an  overall  COL  adjustment  cannot  be  made 
from  available  data,  l^ta  adequate  for  this  purpose  do  not  exist.  If  policy-makers 
opt  for  an  overall  COL  adjustment,  data  will  have  to  Ixi  generated  via  price  surveys 
in  areas  in  which  military  installations  are  located. 

The  next  question  was  whether  the  NAVFAC  tlata  might  be  used  to  adjust  some 
portion  of  pay  which  reflects  the  dollars  available  for  housing,  without  introducing  more 
geographic  variation  in  real  pay  titan  currently  exists,  Tltere  was  concern  that  if  prices 
are  not  uniformly  high  or  low  within  given  areas,  then  adjusting  some  portion  of  pay 
for  variation  in  housing  costs  would  add  to  the  geographic  variation  in  total  real  pay 
rather  than  reducing  it.  Knowledge  was  needed  of  whether  the  prices  of  different  commod- 
ities are  positively  or  negatively  correlated  across  geographic  areas. 

To  get  at  this  question,  the  various  commodity  COL  indexes  in  the  BLS  data  were 
correlated,  and  virtually  no  negative  correlations  were  found.  The  costs  of  different 
commodities  appears  to  be  positively  correlated  across  geographic  areas.  If  these  re- 
sults hold  for  all  geographic  areas,  then  adjusting  some  portion  of  pay  representing 
housing  dollars  on  the  l>asis  of  a housing  cost  index  will,  in  fact,  reduce  the  geographic 
variation  in  real  pay,  althougli  not  completely  eliminate  it. 

Construction  of  Installation  Housing  Cost  Indexes 

Several  tasks  were  performs,!  using  the  NAVFAC  tlata.  First,  the  national  average 
monthly  housing  cost  (MtlC)  of  personnel  in  six  officer  and  six  enlisted  pay  grades  was 
compared  with  the  RMC  and  IIAQ  of  personnel  in  these  ranks.  I'or  january  1975  i.iata, 

MHC  was  found  to  be  22.1  percenf  of  a vi.' rage  officer  RMC  and  25.1  percent  of  average 
enlisted  RMC.  MHC  was  anther  found  to  be  08. 5 percent  greater  tlian  average  officer 
BAQ  and  44.9  percent  greater  than  average  enlisted  R^Q.  Second,  housing  cost  indexes 
(HCIs)  were  constructed  for  118  CONUS  installations.  The  index  for  each  installation 
is  a weighted  average  of  the  monthly  housing  costs  of  personnel  in  six  officer  and  six 
enlisted  paygrades.  Separate  indexes  for  officers  and  enlisted  personnel  were  also  con- 
structed. Indexes  could  be  constructed  for  only  118  installations  lx:cause  tiata  for  other 
installations  were  either  unavailable  or  unusable.  The  installations  inchuled  in  the  in- 
dexes housed  74  percent  of  the  June  3(1,  1975  GONL'S  force. 

Generally  speaking,  the  indexes  that  were  constructed  came  out  as  expecteil.  The 
range  on  the  all  personnel  index  was  from  75  (I't.  Polk,  La.)  to  121  (Boston,  Mass.). 

There  are  distinct  rural/urtxin  differences  as  well  as  regional  differences  in  these  indexes. 
The  highest  housing  costs  were  tiisplayed  in  the  large  metropolitan  areas.  The  lowest 
costs  were  tlisplayetl  in  rural  Southern  and  Midwestern  areas. 
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Installations  were  then  categorizeil  for  the  purpose  of  implementing  a variable 
housing  allowance  (\^K>\).  Categorizations  liad  to  satisfy  two  criteria.  There  should  be 
a small  number  of  categories  so  tliat  the  plan  would  Ix^  administratively  easy  to  implement, 
but  the  number  should  not  be  so  few  tliat  installations  with  truly  dissimilar  housing  costs 
are  lumped  together.  Clearly,  there  is  a tradeoff  between  these  criteria. 

Categorizations  based  on  5 percent,  10  percent,  and  15  percent  increments  in  the 
all  personnel  IICI  were  made.  The  5 percent  categorization  produced  nine  categories  of 
installations,  while  the  other  two  produced  six  and  four  categories,  respectively.  It  was 
suggested  that  the  10  percent  or  15  percent  categorizations  are  preferable.  They  produce 
a relatively  small  number  of  categories  without  appearing  to  lump  truly  dissimilar 
installations  together. 

Aftei  '.ategorizing  the  installations  for  which  cost  indexes  were  available,  all  the 
CON'US  installations  for  which  indexes  were  not  available  were  categorized  by  examin- 
ing the  indexes  for  installations  in  close  geographic  proximity  with  known  indexes  to- 
gether with  subjective  judgments  about  the  category  in  which  tliese  installations  belong. 

Several  prototype  VHA  plans  were  then  considered.  These  plans  varied  according 
to  (1)  the  base  for  the  VI-L^  and  (2)  whether  officers  and  enlisted  personnel  will  be 
treated  separately.  The  liase  for  the  VHA  is  the  portion  of  RMC  which  is  identified 
as  dollars  available  for  housing.  Under  alternative  assumptions,  six  different  measures 
of  the  housing  dollars  available  in  RMC  were  identified.  The  first  measure  was  current 
RAQ.  Tlie  other  measures  included  BAQ  plus  either  (1)  the  tax  advantage  implicit  in  RAQ 
(computed  two  different  ways),  (2)  a portion  of  the  1971  -73  pay  raises  identified  as  dollars 
for  housing,  or  (3)  both  (1)  ami  (2). 

Instead  of  using  R'\Q  or  some  other  measure  of  housing  dollars  as  the  Ixisis  for 
a VILA,  an  alternative  procedure  would  te  to  choose  some  fraction  of  pay,  e.g.,  .20, 
as  the  tesis.  Ttie  housing  dollars  available  for  housing  would  lx-  this  specified  fraction 
times  pay.  Under  a salary  system  the  Irise  would  luve  to  lx  some  fraction  of  salar>' 
or  pay,  since  under  this  system  there  would  be  no  separate  allowance  on  which  to  liase  the 
VILA.  Since  the  fractional  liase  would  protnijly  he  the  share  of  housing  costs  in  civilian 
Ixdgets,  such  estimates  were  obtained  for  various  income  classes  of  civilians  from  the 
1970  Census  and  the  1973  Current  Housing  Report. 

For  each  of  the  three  categorizations  and  each  measure  of  housing  dollars,  the  VILA 
adjustment  factor  for  each  category  of  installa^lons  is  the  percentage  excess  of  average 
MHC  in  the  category  over  the  given  measure  of  housing  dollars.  These  adjustment 
factors  were  provided  for  the  various  prototype  plans. 

Because  consideration  may  lx  given  to  separate  treatment  of  officers  and  enlisted 
personnel,  separate  VHA  adjustment  factors  were  computed  for  officers  and  enlisted 
personnel.  For  the  plans  liased  on  RAQ  or  one  of  the  other  measures  derived  from  RAQ, 
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officers  in  a j?iven  category  of  installations  would  receive  a larger  percentage  VHA  adjust- 
ment than  enlisted  personnel  because  of  the  fact  that  officers  currently  have  higher  hous- 
ing costs  relative  to  BAQ  than  enlisted  personnel.  However,  in  the  plans  based  on  some 
specified  fraction  of  pay,  enlisted  personnel  would  receive  a larger  percentage  VHA 
adjustment  than  officers,  unless  this  specified  fraction  is  lower  for  officers  than  enlisted 
personnel.  This  result  holds  because  housing  costs  are  a larger  fraction  of  enlisted 
pay  than  officer  pay. 

Next,  the  cost  of  the  various  prototype  plans  was  considered.  Only  plans  which 
would  pay  a VHA  to  personnel  at  installations  where  housing  costs  exceed  the  housing 
dollars  available  in  pay  were  considered.  Plans  which  would  reduce  pay  at  installations 
where  housing  costs  are  below  available  housing  dollars  were  not. 

The  plan  based  on  current  BAQ  would  be  the  most  expensive.  If  this  plan  pays  a 
VHA  at  each  category  of  installations  equal  to  100  percent  of  the  difference  between 
average  MHC  for  the  category  and  BAQ,  the  plan  will  cost  approximately  $635  million. 

Plans  based  on  other,  more  stringent  measures  of  the  housing  dollars  available  in  pay 
would  cost  less.  A plan  which  uses  20  percent  of  pay  as  the  liase  would  cost  approximately 
$300  million. 

THE  DESIRABILITY  OF  A GPA 

There  are  several  desirability  issues.  Obviously,  one  relates  to  cost.  On  the  sur- 
face, the  VHA  plans  considered  here  would  not  be  cheap.  However,  these  cost  estimates 
are  made  on  the  assumptions  that  such  a program  is  to  be  implemented  instantaneously, 
and  other  components  of  pay  will  remain  unchanged.  Tlie  "cost"  of  the  plan  hinges  upon 
whether  total  pay  will  be  higher  with  such  a plan  ttian  it  would  tiave  been  without  such  a 
plan.  If  the  plan  were  to  be  Integrated  into  the  next  several  pay  raises  such  that  those 
personnel  at  the  high  housing  cost  installations  receive  above  average  pay  raises  and  those 
at  the  low  housing  cost  installations  receive  lower  than  average  pay  raises  the  plan  could 
be  implemented  without  a significant  budgetary  impact. 

Certain  arguments  have  been  ventured  against  a GPA.  One  is  that  personnel  transferred 
from  high  cost  areas  to  low  cost  areas  will  view  the  loss  of  the  VHA  as  an  unfair  pay  cut. 
Another  is  that  assignment  to  high  and  low  c.ost  areas  protobly  lia lance  out  over  the  course 
of  a military  career,  so  that  a GPA  is  not  necessary.  We  tend  to  discount  these  argu- 
ments. A recent  survey  has  found  that  a majority  of  personnel  is  in  favor  of  a VILX. 

The  second  argument  does  not  hold  either  in  the  case  of  non-careerists  or  careerists 
assigned  only  to  high  cost  areas  during  their  careers.  However,  a VHA  plan  may  have 
allocative  effects  which  are  unknown  at  this  point.  It  is  not  known  wliat  effects  such  a plan 
will  have  on  recruiting  and  retention.  A GPA,  for  instance,  may  affect  the  supply  of 
recruits  to  the  different  services  if  one  service  lieneflts  from  a GPA  more  ttian  the  others. 
There  is  currently  no  empirical  data  with  which  to  estimate  such  potential  effects,  although 
we  do  not  believe  they  would  be  very  significant. 


-viii- 


The  primary  reason  for  implementing  a GPA  is  one  of  equity.  The  extent  to 
which  a duty  assignment  in  a high  cost-of-living  area  imposes  a hardship  on  a service- 
man is  something  which  is  impossible  to  measure  quantitatively.  ludgnients  alxjut 
the  inequity  of  the  current  system  are  inherently  value  judgments.  Before  implementing 
a GPA,  policy-makers  will  have  to  evaluate  the  extent  of  the  inequity  and  the  extent  to 
which  they  should  attempt  to  reduce  geographic  differentials  in  living  costs. 

CONCLUSIONS  AND  RECOMMENDATIONS 

A VHA  is  currently  feasible  although  an  adjustment  to  total  pay  is  not.  If  poliev-make 
opt  for  an  adjustment  to  total  pay,  a new  price  survey  which  generates  the  necessary  cUita 
base  will  be  needed. 

If  it  is  decided  that  a VllA  will  be  implemented,  we  strongly  recommend  that  Ixjtter 
housing  cost  Llata  be  obtained.  Tliere  are  some  problems  in  the  NAVFAC  tlata  which  need 
resolution  if  the  NAVFAC  data  are  to  serve  as  a hilly  adequate  data  base.  Tlie  problems 
with  the  NAVFAC  data  are  (1)  all  installations  are  not  surveyed  contemporaneously, 

(2)  the  by-rank  MHC  averages  are,  in  many  cases,  tased  on  very  small  samples  and 
appear  to  be  subject  to  a great  deal  of  sampling  variation,  (3)  the  survey  is  conducted 
by  mail  and,  if  personnel  recognized  tliat  the  survey  formed  the  liasis  for  a VHA,  they 
would  have  the  incentive  to  overstate  housing  costs,  and  (4)  the  survey  does  not  control 
for  the  quantity  or  qualit\'  of  housing. 

An  alternative  way  of  olitaining  housing  cost  ilata  is  to  define  one  or  several  standarti 
types  of  housing  units  and  liave  a team  of  surveyors  iletermine  the  costs  of  such  units 
in  the  different  areas  where  military  installations  are  locateil.  A properly  designed 
survey  would  eliminate  the  above  mentioneil  ilofects  in  the  current  NAX’FAC  survey. 
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INTRODUCTION 


This  report  considers  the  feasibility  and  desirability  of  making  geographic  adjust- 
ments to  military  pay  (denoted  hereafter  as  CPA)  to  correct  for  regional  variation  in  the 
cost  of  living  in  the  Continental  United  States  (CONUS).  The  basic  policy  question  is 
whether  an  attempt  should  be  made  to  ensure  that  military  personnel  receive  incomes 
which  are  comparable  in  real  terms  regardless  of  their  duty  station.  The  results  will 
help  provide  the  basis  for  such  a decision. 

The  report  is  divided  into  four  major  sections.  The  firstasks  whether  adequate 
geographic  price  level  or  cost-of-living  data  on  which  to  base  a GPA  currently  exists. 

The  second  section  attempts  to  answer  several  questions,  the  basic  question  being 
how  available  data  should  be  used.  While  an  overall  cost-of-living  index  should  be  used 
to  adjust  Regular  Military  Compensation  (RMC),  an  overall  cost-of-living  index  may  not 
be  available.  If,  rather,  a housing  cost  index  is  available,  could  this  index  be  used  to 
adjust  RMC?  If  the  housing  cost  index  is  ruled  out  as  an  adjustor  for  RMC,  could  it  still 
be  used  as  an  adjustor  for  a specific  component  of  pay,  i.e.,  basic  allowance  for  quarters 
(BAQ)?  This  is  an  important  question,  for  it  is  possible  that  if  BAQ  is  adjusted  rather  than 
RMC,  the  extent  of  geographic  variation  in  real  pay  will  be  increased  rather  than  reduced. 

In  the  third  section.  Naval  Facilities  Engineering  Command  (NAVFAC)  housing  cost 
data  are  used  to  construct  housing  cost  indexes  for  118  CONUS  installations  tltat  house 
89.9  percent  of  the  June  30,  1975  CONUS  force.  Then,  various  ways  of  grouping  instal- 
lations for  the  purposes  of  a Variable  Housing  Allowance  (VHA)  are  considered.  Instal- 
lations for  which  housing  cost  data  are  not  available  are  grouped  using  information  on 
knowm  installations.  Finally,  cost  estimates  for  different  plans  are  made.  It  is  suggested 
that  these  cost  estimates  may  lx;  more  apparent  than  real,  depending  on  how  the  VHA  is 
introduced  and  integrated  with  future  clianges  in  pay. 

Finally,  an  evaluation  of  the  CiPA  concept  and  suggestions  for  ways  to  implement  it, 
should  such  a decision  lx;  made,  areprovitleti. 


THE  EXISTING  DATA  ON  INTERAREA  VARIATION  IN  THE  COST  OF  LIVING 

The  Federal  Government  constructs,  on  a continuing  basis,  two  regional  series 
pertaining  to  price  levels  or  living  costs.  The  first  series  is  a consumer  price  index 
which  is  constructed  for  56  geographic  areas.  These  area  consumer  price  indexes  are 
time  price  indexes  which  have  as  a base  January  1967.  The  indexes  indicate  period  to 
period  price  changes  within  a particular  area  and  cannot  be  used  to  infer  interarea 
variation  in  price  levels.  Each  area  index  has  a base  period  index  of  100  for  January  1967, 
but  a January  1967  index  of  100  in  one  area  does  not  indicate  the  same  level  of  prices  as 
an  index  of  100  for  another  area.  One  could  not  infer  how  much  interarea  variation  there 
is  in  prices  from  these  indexes,  and  they  could  not  be  incorporated  into  construction  of  a 
GPA. 

A second  data  series,  the  Urban  Family  Standard  Budgets,  can  be  used  to  make  in- 
ferences about  interarea  variation  in  living  costs.  The  budget  (nominal  income)  required 
to  obtain  "lower,  " "intermediate,  " and  "higher"  standards  of  living  are  computed  yearly 
in  Autumn  for  38  CONUS  metropolitan  areas  and  4 non-metropolitan  areas. ^ The  total 
budget  required  to  obtain  each  specified  level  of  living  in  each  area  is  decomposed  into 
the  following  commodity  categories:  food,  housing,  transportation,  clothing,  personal 
care,  medical  care,  and  other  items.  For  each  geographic  area,  cost-of-living  (COL) 
indexes  at  each  level  of  living  are  computed  for  tlie  total  budget  and  each  commodity 
category  within  the  total  budget  by  dividing  the  expenditures  required  in  the  given  budget 
category  by  the  national  average  expenditure  for  tliat  category. 

Because  the  commodity  liaskets  are,  in  many  cases,  not  held  constant  from  area  to 
area,  these  indexes  are  COL  and  not  price  (P)  indexes."^  Because  of  the  interarea  variation 
in  the  market  basket,  a question  arises  as  to  whether  these  COL  indexes  really 


^The  most  recent  data  are  found  in  reference  1.  Previous  years'  data  are  found  in  re- 
ference 2,  various  yearly  editions.  Tectmical  analyses  of  the  methodology'  used  to  con- 
struct the  budgets  are  found  in  reference  3.  The  market  baskets  selected  for  these  Ixidget 
studies  reflect  the  consumption  pattern  of  a family  of  four:  38  year-old  husliand,  a non- 
working  wife,  13  year-old  son,  anil  7 year-old  daugliter. 

^As  examples  of  the  interarea  variation  in  the  market  liasket  (1)  tlie  food  liaskot  in  the 
Southern  areas  contains  more  pork  and  chicken  and  less  teef  tlian  that  in  the  Nortlieastern 
areas,  (2)  clothing  quantities  vary  geographically,  (3)  tlie  mix  of  private  and  public 
transportation  depends  upon  the  adequacy  of  available  transportation  in  each  survey  area, 
and  (4)  heating  and  air  conditioning  requirements  vary  geographically. 
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provide  useful  information  about  interarea  variation  in  prices.  Sherwood  (reference  4) 
has  examined  this  issue  and  found  the  problem  not  to  be  very  important. 

However,  the  question  arises  as  to  whether  these  indexes  could  be  used  as  the  basis 
for  a GPA  even  if  one  overlooks  the  fact  that  they  are  COL  indexes  and  not  P indexes. 

To  be  judged  to  be  adequate  for  the  purposes  of  a GPA,  the  primary  criterion  would  be 
what  proportion  of  CONUS  personnel  are  located  in  the  38  metropolitan  areas.  Using 
June  1974  CONUS  force  strength  data,  we  estimated  that  there  were  262,  241  personnel 
in  these  areas,  19.77  percent  of  total  CONUS  personnel  at  that  time. 

The  problem  which  thus  arises  is  whether  the  four  regional  non-metropolitan  indexes 
could  be  used  as  the  basis  for  a GPA  for  the  80.23  percent  of  personnel  not  located  in  the 
38  metropolitan  areas  for  which  COL  indexes  are  computed.  These  indexes  will  not  be 
adequate  if  there  is  significant  variation  in  living  costs  among  the  installations  located 
in  the  non-metropolitan  areas.  There  are  many  large  metropolitan  areas  excluded 
which  contain  military  personnel.  Also,  there  is  likely  to  be  significant  variation  across 
areas  in  living  costs  within  each  of  the  four  "non-metropolitan  areas.  Therefore,  we 
judge  that  this  data  is  not  adequate  for  the  purposes  of  a GPA . These  indexes  would  not 
accurately  reflect  the  living  costs  of  substantial  numbers  of  CONUS  military  personnel. 

A study  conducted  in  1969  by  the  National  Industrial  Conference  Board  (reference  5) 
investigated  the  feasibility  of  geographic  pay  adjustments  for  white  collar  workers  employed 
by  national  companies  (most  of  whom  still  pay  a single  salary  to  white  collar  workers 
regardless  of  location).  The  Family  Budgets  indexes,  as  well  as  all  other  data,  were 
found  inadequate  for  the  snme  reasons.  Indexes  are  not  available  for  a substantial  number 
of  areas  in  which  white  collar  workers  are  located. 


Other  sources  of  data  on  regional  variation  in  prices  were  examined  and  found 
inadequate  for  the  purposes  of  a GPA.  The  Federal  Home  Loan  Bank  Board  computes 
average  transaction  price  of  new  and  existing  homes  for  18  major  U.S.  cities  on  a monthly 
basis.  Again,  the  fact  tliat  these  prices  are  for  only  18  areas  makes  them  inadequate 
for  our  purposes.  A more  comprehensive  data  source  is  the  National  Association  of 
Home  Builder's  index  of  construction  costs,  which  is  constructed  bimontWy  for  approx- 
imately 400  geographic  areas.  The  basic  problem  with  this  index  is  tliat  the  land  com- 
ponent of  housing  prices  is  not  included,  and  the  price  of  this  component  is  likely  to  be 
one  of  the  significant  sources  of  geographic  variation  in  housing  costs.  Also,  the  fact 
that  this  is  an  index  of  construction  costs  of  new  housing,  and  does  not  reflect  prices  of 
existing  housing  makes  this  index  rather  unappealing. 

The  only  source  of  data  pertaining  to  the  living  costs  of  military  personnel  is  the 
Naval  Facilities  Engineering  Command  (NAVFAC)  liata  on  family  housing  costs.  NAVFAC 
performs  a housing  survey  at  each  CONUS  installation  at  least  once  every  three  years.  A 
random  sample  of  individuals  is  taken  by  rank,  anil  their  montWy  housing  expenditures 
(including  utilities)  are  obtained.  In  the  197S  tiara,  the  average  monthly  housing 
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expenditures  by  rank  and  class  of  housing  (rental,  trailer,  owner -occupied),  along  with 
the  sample  size  for  each  rank  and  class  of  housing,  are  reported. 

Since  this  is  the  only  data  available  on  an  installation-by-installation  basis,  in  the 
next  section  we  consider  how,  and  whether,  this  data  should  be  used  in  implementing  a 
GPA  (or,  more  appropriately,  a VHA,  if  only  the  housing  component  of  pay  is  adjusted). 


REGIONAL  VARIATION  IN  LIVING  COSTS 
AND  THE  APPROPRIATE  GPA  INDEX 


A major  issue  in  GPA  analysis  is  whether  an  overall  price  or  cost-of-living  index 
is  the  only  basis  for  adjusting  pay  or  whether  a GPA  based  upon  a specific  commodity 
price  index  such  as  housing  could  be  used.  It  would  be  agreed  that  if  overall  price 
indexes  for  all  areas  in  which  military  installations  are  located  were  available,  then  a 
GPA  made  to  RMC  and  based  upon  these  indexes  would  bring  about  equality  across  areas 
in  the  purchasing  power  of  RMC.  Such  an  adjustment  might  be  considered  a "first-best" 
solution  to  the  equity  problem.  However,  if  an  overall  price  index  for  each  area  is  not 
available,  policy  makers  might  resort  to  basing  a GPA  on  what  data  is  available.  The 
question  to  be  addressed  here  is  whether  a GPA  based  upon  a specific  commodity  price 
index  would  eliminate  completely,  reduce,  or  increase  the  geographic  variation  in 
real  pay.  Numerical  examples  of  each  of  these  possibilities  are  provided  and  then  the 
Family  Budgets  COL  indexes  are  analyzed  to  see  which  case  most  likely  describes 
the  CONUS  situation.  Finally,  an  investigation  is  made  into  which  specific  commodity 
is  the  most  likely  candidate  on  which  to  base  a GPA . 

To  begin  with  the  numerical  examples,  assume  that  there  are  three  geographic  re- 
gions and  two  commodities,  food  and  housing.  Assume  in  each  case  that  food  and  housing 
each  occupy  half  of  the  consumer  budget.^ 


[ 


1 It  may  be  shown  that  an  overall  price  index  is  a weighted  average  of  the  price 
indexes  for  the  individual  commodities  included  in  the  overall  index,  where  the  weights 
are  the  shares  of  the  commodities  in  the  total  budget: 


1 

o 


where  I = overall  price  index,  1.  = price  index  for  the  i^  commodity  category, 
and  W.  budget  share  for  ith_  commodity. 


Consider  Case  A below.  In  this  example,  each  area  has  the  same  price  index  for 
both  food  and  housing.  The  covariation  between  food  and  housing  is  "perfect,  " and  the 
variance  of  the  overall  index  is  the  same  as  the  variance  of  each  of  the  individual 
indexes. 1 


CASE  A 


Price  index 

Region  1 

Region  2 

Region  3 

Food 

102 

100 

98 

Housing 

102 

100 

98 

Overall 

102 

100 

98 

If  these  were  the  area  price  indexes,  it  would  obviously  not  matter  whether  a GPA 
is  based  upon  the  overall  index  or  one  of  the  two  commodity  price  indexes.  Second,  im- 
plementation of  a GPA  which  utilizes  one  of  the  commodity  indexes  and  makes  an  adjust- 
ment only  to  that  portion  of  income  spent  on  the  index  commodity  would  be  a move  to- 
wards full  equity  but  would  not  bring  about  full  equity.  In  the  example  above,  if  a GPA 
were  made  to  half  of  RMC  and  based  on  the  housing  (or  food)  indexes,  one  half  of  the 
geographic  variation  would  be  eliminated.  2 


^Formally,  the  variance  of  the  overall  index,  V^,  is  a linear  function  of  the  variances 
of  the  individual  commodity  indexes,  the  V.'s,  and  the  budget  shares,  the  W^'s.  It  may  be 


shown  that 


n 

= E 

i=l 


W.  V.  + 2 


E 


W.W.  COV  (I., 
1 J 1 


V 


Covariance  [cOV  (1^  1^)  ] is  a measure  of  the  joint  geographic  variation  in  the  indexes 
Ij  and  I^.  The  reader  is  referred  to  any  basic  statistics  text  for  computing  formulas  for 


variance  and  covariance.  In  Case  A above,  V„  = 4,  V, , = 4,  COV  (F,  H)  = 4,  and  V =4. 

F H o 

2we  have  not  said  how  the  GPA  is  to  be  implemented.  In  Case  A,  for  example,  the  GPA 
could  take  the  form  of  a 2 percent  increase  in  the  income  of  individuals  in  region  1,  no  ad- 
justment to  those  in  region  2,  and  a 2 percent  reduction  in  the  income  of  those  in  region  3. 
Or,  it  could  take  the  form  of  a 4 percent  increase  in  the  incomes  of  those  in  region  1 , a 2 
percent  increase  to  those  in  region  2,  and  no  adjustment  to  those  in  region  3.  Of  course, 
the  second  method  would  be  preferred  by  the  inhabitants  of  the  three  regions,  since  every- 
one would  be  better  off  under  the  second  method  than  the  first.  The  propositions  being 
established  above  are  not  altered  by  the  manner  in  which  the  GPA  is  implemented. 
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Consider  an  opposite  case,  Case  B.  Here  there  is  geographic  variation  in  the  price 
indexes  of  the  two  commodities,  but  no  variation  in  the  overall  index.  The  price  in- 
dexes are  prefectly  negatively  correlated. 

CASE  B 


Price  index 

Region  1 

Region  2 

Region  3 

Food 

102 

100 

98 

Housing 

98 

100 

102 

Overall 

100 

100 

100 

In  this  case,  one  would  know  not  to  implement  a GPA  because  there  is  no  variation 
In  RMC  in  real  terms.  It  is  clear  that  if  one  had  knowledge  of  only  one  of  the  commodity 
indexes  and  implemented  a GPA  on  the  basis  of  this  index,  geographic  variation  in  real 
RMC  would  be  introduced  where  none  previously  existed.  And,  which  area(s)  benefit 
depends  upon  which  index  is  chosen.  To  conclude,  in  the  case  where  commodity  prices 
are  negatively  correlated  within  geographic  areas,  basing  a GPA  on  one  of  the  commodity 
indexes  rather  than  the  overall  index  may  not  eliminate  or  reduce  geographic  variation 
in  real  RMC,  but  may  in  fact  increase  the  variation.  ^ 

Consider  a third  case.  Case  C.  Here  the  commodity  price  indexes  vary  together 
positively,  but  the  variation  in  the  housing  price  index  is  much  larger  than  the  variation 
in  the  food  price  index.  ^ 


CASE  C 


1 

2 


Price  index 

Region  1 

Region  2 

Region  3 

Food 

101 

100 

99 

Housing 

105 

100 

95 

Overall 

103 

100 

97 

In  the  example  here,  = 

o 

< 

II 

V,  = 4,  but  COV(F,H)  = -4. 
H 

In  the  example  here,  V^  = 

9.  V_  = 1. 
F 

Vjj  = 25,  but  COV(F,  H)  = 5. 
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Several  propositions  may  be  made  here.  First,  basing  a GPA  on  either  of  the  two  in- 
dexes and  making  an  adjustment  to  the  proportion  of  RMC  spent  on  tiiat  commodity  will 
be  a move  towards  full  equity  but  will  not  totally  eliminate  the  inequity.  But,  basing 
a GPA  on  the  higher  variation  housing  index  and  making  an  adjustment  only  to  that  portion 
of  income  spent  on  housing  would  eliminate  more  of  the  inequity  titan  a GPA  based  on 
the  food  price  index.  ^ 

The  above  propositions  presume  that  the  GPA  Itased  upon  single  commodity  is  made 
only  to  that  portion  of  income  spent  on  the  commodity.  Suppose,  however,  tliat  a GPA 
based  on  the  single  commodity  index  is  made  to  RMC.  It  is  clear  that  such  an  adjustment 
will  over -compensate  individuals  in  higher  cost  areas  if  it  is  Itased  on  a single  commodity 
index  whose  variation  exceeds  the  variation  in  the  overall  price  index.  Thus,  a GPA  made 
to  RMC  and  based  upon  the  housing  price  index  would  over-correct  for  general  price 
level  differences.  Those  living  in  areas  with  high  overall  price  levels  would  now  have 
higher  real  income  than  those  living  in  areas  with  lower  overall  price  levels. 

Three  general  rules  may  be  stated  here.  First,  as  long  as  the  covariation  in  com- 
modity price  indexes  is  positive,  basing  a GPA  on  one  of  those  indexes  and  making  an 
adjustment  only  to  the  proportion  of  RMC  spent  on  that  commodity  will  lx;  a move  towards 
full  equity  although  full  equity  will  not  be  achieved.  Second,  Ixising  the  CPA  on  a com- 
modity whose  index  has  a larger  variation  will  be  a greater  move  towards  equity  than  a 
GPA  based  on  a commodity  whose  index  has  smaller  variation  (again  assuming  the 
adjustment  is  made  only  to  the  portion  of  income  spent  on  the  commodity).  Third,  in 
general,  commodities  do  not  receive  the  same  weight  in  the  construction  of  the  overall 
index.  Other  things  equal,  a greater  move  towards  equity  wiil  be  achieved  if  the  com- 
modity which  has  a larger  share  in  the  budget  is  selected. 

An  empirical  question  is  which  of  these  three  cases  fits  the  U.S.  economy.  Is  the 
covariation  in  commodity  price  index  across  geographic  areas  positive  or  negative  ’ And, 
if  a single  commodity  price  index  is  to  he  used,  wliat  would  tliat  best  index  commodin-  be 
(best  in  the  sense  that  use  of  the  commodity  index  would  go  further  towards  full  equin- 
than  use  of  any  alternative  indexes)? 


ITo  give  an  example  here,  suppose  the  GPA  takes  the  form  of  adjustments  to  Incomes  of 
those  Individual  in  region  1 and  region  2 Ixit  none  to  those  in  region  3.  If  the  housing 
index  is  used  as  the  basis  for  adjustment  and  the  adjustment  is  made  to  lialf  of  total  in- 
come, region  1 would  receive  a 5 percent  boost  in  income  and  region  2 would  receive 
a 2.5  percent  boost.  If  food  index  is  used  and  the  adjustment  made  to  the  portion  of 
income  spent  on  food  and  the  adjustment  would  be  1 percent  for  region  1 and  .5  percent 
for  region  2. 
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To  answer  these  questions,  the  Standard  Family  Budgets  COL  indexes  were  analyzed. 

While  these  indexes  are  not  pure  price  indexes,  they  are  higiily  correlated  with  pure 
price  indexes  and  therefore  are  of  use  in  answering  these  questions.  Using  the  Autumn 
1974  indexes,  the  correlations  between  each  pair  of  indexes  was  computed  at  each  level 
of  living.  The  matrix  of  correlations  at  each  level  of  living  are  presented  in  table  1. 

As  the  reader  may  ascertain,  almost  all  of  the  correlations  between  pairs  of  com- 
modity indexes  are  positive.  These  positive  correlations  indicate  that  areas  which 
have  high  prices  for  one  commodity  tend  to  have  high  prices  for  other  commodities . 

There  are  only  two  cases  in  which  correlations  involving  indexes  other  than  the  trans- 
portation index  are  negative,  and  neither  of  these  is  statistically  significantly  different 
from  zero.  ^ The  fact  that  the  commodity  indexes  in  almost  all  cases  are  positively 
correlated  lends  credence  to  the  view  that  basing  a GPA  on  one  of  the  individual  commo- 
dity indexes  and  making  an  adjustment  to  the  portion  of  income  spent  on  the  commodity 
will  be  a move  towards  equity. 

Referring  to  the  definition  of  variance  in  footnote  1 on  page  6,  the  reader  will  note 
that  (1)  the  variance  of  the  overall  index  is  positively  related  to  the  variance  of  each  of 
the  commodity  indexes;  and  (2)  those  commodities  with  large  budget  slmres  (\V.  's)  will  con- 
tribute more  to  the  variance  of  the  overall  index  than  those  with  small  budget  sViares. 

Table  2 presents  the  standard  deviation  (square  root  of  the  variance)  of  each  of  the  com- 
modity indexes  and  their  respective  budget  shares.  Inspection  of  this  table  indicates  that 
the  main  contributor  to  the  variation  in  the  overall  index  is  the  housing  index. ^ This  is 
true  (1)  because  the  geographic  variation  in  housing  costs  is  substantially  larger  tlrnn 
the  geographic  variation  in  any  other  commodity  index,  and  (2)  because  housing  has  a lar- 
ger share  in  the  total  budget  titan  any  other  commodity. 


^ The  way  the  transportation  index  was  constructed  in  the  lower  and  intermeciiate  budgets 
lead  to  the  negative  correlations  involving  this  index.  Low  cost  public  transportation  was 
given  a large  weight  in  this  index  in  large  metropolitan  areas.  Higher  cost  automobile 
transportation  was  given  a larger  weight  in  smaller  urban  areas.  Tliis  method  of  con- 
structing the  transportation  index  almost  guarantees  negative  correlations  between  this  and 
other  indexes.  In  the  upper  Ixidget,  where  all  transportation  is  by  automobile,  there  are 
no  negative  correlations. 


^Examining  the  lower  budget,  for  example,  the  variance  of  the  overall  index  is 
(5.26)2  = 27.66.  The  direct  contribution  to  overall  index  variance  made  by  the  housing 
index  is  (.191)^  (13.67)^  = 6.81 . The  contribution  of  the  food  index  to  overall  variance  is 
(.300)^  (5.17)2  = 2.40.  The  housing  index  accounts  for  one  fourth  of  the  variance  of  the 
overall  index  and  accounts  for  almost  three  times  as  much  of  the  variance  in  the  overall 
index  as  does  the  food  index.  The  other  commodities  contribute  substantially  less  titan  the 
food  index  to  overall  index  variance. 
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TABLE  1 

MATRLX  OF  CORRELATIONS;  FAMILY  BUDGETS  COL  INDEXES 


Total  Consump. 
budget  budget 


Total  Budget  1.0  .98 

Consumption 

budget  1.0 

Food 
Rent 

Mortgage 
Transportition 
Clothing 
Personal  care 
Medical  care 
Other 

consumption 


Food 

Rent  Mort. 

Trans. 

Lower  budget 

.70 

.86 

-.002 

.70 

.87 

.04 

1.0 

.35 

-.07 

1.0 

.02 

1.0 


Intermediate  budget 


Cloth. 

Personal 

.Medical 

Other 

,39 

.24 

.39 

.32 

.38 

.27 

.41 

.33 

.13 

.22 

.12 

.39 

.34 

.15 

.36 

.23 

-.009 

-.40 

-.12 

-.71 

1.0 

.32 

-.01 

.08 

1.0 

.25 

.62 

1.0 

.24 

1.0 

1 otal  Budget 
Consumption 

1.0 

.96 

.74 

.72 

budget 

Food 

Rent 

1.0 

.77 

1.0 

.72 

.36 

1.0 

Mortgage 
Transportation 
Clothing 
Personal  care 
Medic..!  care 
Other 

consumption 


92 

.10 

.41 

.36 

.17 

.54 

94 

.23 

.38 

.44 

.24 

.61 

64 

-.03 

.04 

.20 

-.41 

.50 

64 

.22 

.43 

.30 

.42 

.33 

0 

.16 

.34 

.,33 

.11 

.46 

1.0 

.21 

.38 

.13 

.25 

I.O 

.39 

-.11 

.27 

1.0 

.22 

.50 

1.0 

.21 

1 .0 


Upper  budget 


Total  budget  1.0  .93 

Consumption 

budget  1 • 0 

Food 
Rent 

Mortgage 
T ransportation 
Clothing 
Personal  care 
Medical  care 
Other 


.74 

.76 

.86 

.49 

.79 

.79 

.91 

.62 

I.O 

.56 

.57 

.51 

1.0 

.64 

.53 

1.0 

.48 

1.0 


.45 

.28 

.32 

.71 

.43 

.35 

.41 

.57 

.19 

.14 

.26 

.35 

.38 

.40 

.50 

.55 

.37 

.28 

.24 

.53 

-.04 

.29 

.49 

.27 

1.0 

.09 

.08 

.35 

1.0 

.31 

.05 

1.0 

.41 

1 .0 
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STANDARD  DEVIATIONS  OF  COL  INDEXES  AND  BUDGET  SHARES 
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The  conclusions  of  the  analysis  here  are  twofold.  First,  given  that  the  geographic 
covariance  in  commodity  price  indexes  is  positive,  a GPA  based  on  one  of  the  commodity 
indexes  would  be  a m^'ye  towards  equity  as  long  as  an  adjustment  is  made  only  to  tlie 
portion  of  income  spent  on  the  index  commodity.  Second,  if  a GPA  is  to  be  based  on  a 
single  index  commodity,  the  "best"  index  commodity  appears  to  be  housing,  C^eographic 
variation  in  housing  costs  appears  to  be  the  major  contributor  to  the  geographic  variation 
in  the  overall  price  index. 

There  may  be  a more  compelling  reason  for  basing  a GPA  to  military  personnel  on 
a housing  price  index.  We  suspect  that  if  two  separate  price  indexes  for  items  other 
than  housing  were  constructed  for  military  personnel  and  for  civilians,  the  index  for 
military  personnel  would  show  less  geographic  variation.  Military  personnel  and  their 
families  are  provided  many  services  on  the  installation  free  or  for  a nominal,  geogra- 
phically uniform,  cliarge.  A prime  example  here  is  medical  care.  As  table  2 indicates, 
medical  care  has  the  second  largest  geographic  variation  of  any  item  in  the  civilian  GOL 
indexes,  but  it  would  show  very  little  variation  in  a military  price  index.  In  addition, 
many  consumption  items  are  purchased  on  the  installation  at  geographically  uniform  prices. 
It  has  been  pointed  out  to  us  by  members  of  the  QRMC  staff  that  military  post  exchanges 
follow  a national  pricing  policy  for  some  items.  These  items  which  would  go  into  a 
price  index  would  also  show  little  geographic  variation.  Our  expectation,  then,  is  that 
on  the  average  there  is  less  geographic  variation  in  the  prices  paid  by  military  personnel 
for  non-housing  items  than  the  prices  paid  by  civilians. 

We  have  estimated  that  the  variation  in  the  housing  price  index  accounts  for  approx- 
imately one  fourth  of  the  variation  in  the  overall  index.  In  an  overall  price  index  Imsed 
upon  the  prices  paid  by  military  persormel,  the  proportion  of  the  total  variation  accounted 
for  b^f  housing  would  be  larger.  Basing  a GPA  on  an  index  of  housing  costs  is  even  more 
appealiiv  in  the  military  case. 
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CONSTRUCTION  OF  HOUSING  COST  INDEXES  FOR  CONUS  MILITARY 
INSTALLATIONS  AND  ALTERNATIVE  VARIABLE  HOUSING  ALLOWANCE  PLANS 


This  section  uses  the  1975  NAVFAC  installation  housing  expenditure  data  to  construct 
housing  cost  indexes  for  118  CONUS  installations,  and  compares  housing  costs  with  RMC 
and  the  Basic  Allowance  for  Quarters  (BAQ).  Then  various  ways  of  implementing  a 
Variable  Housing  Allowance  (VHA)  using  these  indexes  are  considered,  both  under  the 
current  pays  and  allowances  system  and  a salary  system.  Cost  estimates  of  alternative 
VHA  plans  are  made. 

Before  discussing  the  construction  of  the  housing  cost  indexes,  the  CONUS  average 
Monthly  Housing  Costs  (MHC)  of  married  personnel  in  12  pay  grades  are  compared  with 
the  RMC  and  BAQ  received  by  married  personnel  in  these  pay  grades.  Comparisons  are 
presented  for  January  1975  and  January  1976.  Table  3 presents  the  data  used  for  these 
comparisons.  The  average  MHC  for  each  rank  are  from  the  January  1975  and  January 
1976  NAVFAC  surveys,  respectively.  The  RMC  and  BAQ  amounts  are  those  in  effect 
during  January  1975  and  January  1976,  respectively. 

The  right  hand  column  of  table  3 gives  the  weights  used  to  construct  the  weighted 
average  officer  and  weighted  average  enlisted  BAQ,  MHC,  and  RMC  for  the  officer  and 
enlisted  ranks  shown.  In  addition,  the  all  personnel  average  values  for  BAQ,  MHC,  and 
RMC  are  constructed  by  weighting  the  officer  averages  by  .1362  and  the  enlisted  averages 
by  .8638  and  adding  the  corresponding  amounts  together.^  From  table  3 it  is  seen  that 
officers  spent  on  the  average,  about  $144  per  month  more  tlian  BAQ  on  housing  in  1975 
and  $174  more  in  1976.  Enlisted  personnel  spent  $73  more  than  BAQ  in  1975  and  $84  more 
in  1976.  Housing  costs  rose  more  than  BAQ  between  1975  and  1976. 

Table  4 displays  the  ratio  of  MHC  to  BAQ  and  tlie  ratio  of  MHC  to  RMC  for  the  ranks 
given  in  table  3.  Two  important  facts  are  evident  from  this  table.  Officers  liavc  higher 
MHC  relative  to  BAQ  than  enlisted  personnel.  However,  enlisted  personnel  spend  a larger 
proportion  of  their  RMC  on  housing  tlian  officers  do.  Tlie  apparent  paradox  of  these  two 
findings  is  reconciled  by  comparing  BAQ  with  RMC  for  officers  and  enlisted  personnel  -- 
BAQ  occupies  a smaller  share  of  officer  RMC  than  enlisted  RMC.  It  is  also  clear  tliat  MHC 
as  a proportion  of  RMC  falls  as  pay  grade  increases. 

One  important  question  is  whether  the  expenditures  on  housing,  as  a fraction  of  income, 
are  comparable  for  military  personnel  and  civilians.  Tire  "base  " from  which  a VHA  plan 
is  Implemented  will  depend  upon  judgments  about  wliat  fraction  of  pay  military  personnel 


^The  officer  (enlisted  personnel)  weights  used  reflect  the  proportion  of  CilNl'S  officers 
(enlisted  personnel)  in  the  six  paygrades  listed  wliich  are  in  tlie  given  pay  grarlcs.  The 
weights  used  to  construct  the  all  personnel  amounts  reflect  the  proportions  of  officers 
and  enlisted  to  all  personnel  in  these  12  ranks. 
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TABLE  3 


BAQ,  RMC,  AND  MHC , 
JANUARY  1975  AND  JANUARY  1976 


Jan 

1975 

BAQ 

Jan 

1976 

BAQ 

Jan 

1975 

MUC 

Jan 

1976 

MHC 

Jan 

1975 

RMC 

Jan 

1976 

RMC 

Weights 

Officer  Grade 

06 

273 

286 

485 

556 

2675 

2820 

. 0553 

05 

252 

265 

453 

502 

2207 

2325 

.1219 

04 

227 

2 39 

405 

457 

1825 

1919 

.1993 

03 

206 

217 

343 

383 

1500 

1581 

, 3550 

02 

185 

195 

279 

303 

1210 

1271 

. 1437 

01 

149 

157 

235 

258 

913 

959 

.1248 

Weighted  Officer 

Average 

210 

220 

354 

394 

1600 

1685 

Enlisted  Grade 

E8 

182 

191 

288 

313 

1276 

1341 

. 0244 

E7 

170 

179 

262 

288 

1115 

1170 

. 0855 

E6 

158 

166 

241 

258 

961 

1001 

.1506 

E5 

146 

154 

204 

218 

809 

850 

.2258 

E4 

128 

134 

176 

187 

695 

731 

. 2970 

E3 

111 

116 

163 

177 

561 

664 

. 2167 

Weighted  Enlisted 

Average 

138 

145 

200 

214 

797 

838 

All  Personnel 

148 

155 

221 

239 

906 

953 
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MHC  RELATIVE  TO  BAQ  AND  RMC  AND  BAQ  RELATIVE  TO  RMC , 
JANUARY  1975  AND  JANUARY  1976 


f 


MHC/BAO  MHC/RMC BAQ/RMC 

Jan  1975  Jan  1976  Jan  1975  Jan  1976  Jan  197?^ 


Officer  Grade 


06 

1.777 

1.944 

. 181 

. 197 

. 102 

05 

1.  798 

1.894 

. 205 

.216 

.IH 

04 

1.784 

1.912 

. 222 

.238 

.124 

03 

1.665 

1.765 

. 228 

.242 

.137 

02 

1. 508 

1.554 

.231 

.238 

.153 

01 

1.577 

1.643 

. 257 

.269 

.163 

Weighted  Officer 
Average 

1.685 

1.791 

.221 

. 234 

.131 

Enlisted  Grade 


E8 

1.555 

1.639 

. 222 

.233 

. 14  3 

E7 

1.  541 

1.609 

. 235 

. 246 

.152 

E6 

1.525 

1.554 

. 251 

.256 

. 164 

E5 

1.397 

1.416 

.252 

. 256 

. 180 

E4 

1.375 

1.396 

. 253 

.256 

. 184 

E3 

1.468 

1 . 526 

. 291 

. 266 

. 198 

Weighted  Enlisted 
Average 

1.449 

1.476 

. 251 

. 256 

.173 

All  Personnel 

1.493 

1.541 

.244 

.250 

.162 

“Share  of  BAQ  in  RMC  unchanged  between  1975  and  1976. 


( 


can  reasonably  be  expected  to  spend  housing,  and  such  a fraction  would  presumably 
be  derived  by  examining  the  housing  expenditures  of  "comparable  " groups  of  civilians. 

The  1970  Census  provides  estimates  of  the  ratio  of  housing  costs  to  income  for 
homeotraers,  while  a 1973  Census  survey  provides  estimates  of  the  ratio  of  rental 
expenditures  to  income.  Table  5 shows  the  1970  Census  findings  for  homeowners  while 
table  6 shows  the  findings  for  renters.  While  the  bounds  on  the  income  classes  are 
not  the  same  in  tables  5 and  6,  a comparison  of  Income  classes  where  the  bounds  overlap 
indicates  that  homeowners  spend  a slightly  higher  fraction  of  income  on  housing  than  do 
renters.  Generally  speaking,  the  difference  appears  to  be  less  than  1 percent  in  the  lower 
Income  classes,  but  is  somewhat  larger  ( 1-2  percent ) in  the  higher  income  classes. 

Table  7 summarizes  the  data  in  tables  4,  5,  and  6.  Military  personnel  are  compared 
with  comparable  income  classes  of  civilians  in  this  table.  The  data  in  table  7 seem  to 
imply  that  military  personnel  spend  more  on  housing  than  comparable  income  classes. 
Such  a finding  might  be  expected.  To  the  extent  that  military  personnel  are  moved  more 
frequently  than  civilians,  and  are  unable  to  lock  themselves  into  long-term  fixed  mortgage 
payments  (or  rental  contracts)  while  civilians  are,  this  finding  has  a great  deal  of 
logical  appeal. 

We  must  caution,  however,  tliat  these  comparisons  may  overstate  the  difference. 

RMC  will  understate  family  income  for  military  families  in  which  tlie  wife  works  or  the 
military  member  has  a second  job.  Therefore  the  MHC/RMC  ratio  will  lx  overstated  in 
comparison  with  civilian  ratios,  which  are  based  on  total  family  income.  To  tlie  extent 
that  military  personnel  receive  services  in-kind  which  civilians  must  pay  for  (e.g. , 
medical  services),  omission  of  such  items  from  the  military  income  measure  may  also 
bias  upward  the  military  housing  cost-income  ratio  in  comparison  with  tliat  of  civilians.^ 

Our  somew'hat  inconclusive  conclusion  is  that  military  personnel  appear  to  spend 
a larger  fraction  of  income  on  housing  tlian  comparable  groups  of  civilians,  but  that 
the  comparisons  presented  in  table  7 overstate  the  true  difference.  Since  full  military 
income  data  are  unavailable  for  military  families,  we  are  unable  to  compute  the  MllC/in- 
come  ratio  for  military  personnel  tliat  allows  for  an  unbiased  comparison  with  civilians. 


Numbers  calculated  by  the  QRMC  subsequent  to  the  writing  of  this  report  provide 
evidence  that  RMC  significantly  understates  total  military  family  income.  The  QRMC 
examined  a sample  of  1974  tax  returns  of  married  military  personnel.  Using  the  ranks 
and  weights  in  table  3,  it  was  estimated  tiiat  for  1974  RMC  understateil  the  family  income  of 
officers  by  14  percent  and  the  family  income  of  enlisted  personnel  liy  27  percent.  (The  sam- 
ple included  personnel  stationed  overseas  as  well  as  in  CONUS,  so  these  percentages 
should  be  treated  with  some  caution.) 
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TABLE  5 


SELECTED  HOUSING  COSTS  AS  A PERCENT  OF  INCOME,  HOMEOWNERS^ 
Income  Class  Percent 


2,000 

- 3,999 

4 5 

4,000 

- 5,999 

31 

6,000 

7,999 

24 

8 , 000 

- 9,999 

20 

10,000 

- 12,499 

18 

12,500 

- 14,999 

16 

15,000 

- 19,999 

14 

20,000 

- 24,999 

13 

25,000 

and  over 

11 

^Selected  Housing  Costs  = mortgage  payments  + utilities  + insurance 

+ real  estate  taxes. 

Source:  Reference  8. 


TABLE  6 

RENTAL  EXPENDITURES  AS  A PERCENT  OF  INCOME^ 


Income  Class  Percent 


3,000  - 4,999 

32 . 4 

5,000  - 6,999 

2 4.4 

7,000  - 9,999 

19.5 

10,000  - 14,999 

15.3 

15,000  - 24,999 

11.3 

25,000  and  over 

9.6 

Rental  expenditures  include  utilities  payments. 
Source:  Reference  D. 


TABLE  7 


MONTHLY  HOUSING  COSTS  AS  A PERCENT  OF  INCOME, 

MILITARY  PERSONNEL  AND  COMPARABLE  INCOME  CLASSES  OF  CIVILIANS 


Mi 1 i tary 
Personnel 


Homeowner  Percent 


Rank 


All  Personn/1 


January  1975  MHC/RMC 


I 


CONSTRUCTION  OF  THE  HOUSING  COST  INDEXES 

Using  the  ranks  and  the  weights  in  table  3,  we  constructed  the  average  MHC  of 
officers  and  enlisted  personnel  at  118  CONUS  installations. ^ Then,  we  constructed  an 
all  personnel  MHC  at  each  installation  by  weighting  the  officer  and  enlisted  MHC  by  the 
fractions  .1362  and  .8638,  respectively.  Then,  an  index  of  housing  costs  (HCI)  for  each 
installation  was  constructed  for  all  personnel,  officers,  and  enlisted  personnel  by  di- 
viding  the  respective  MHC  by  the  CONUS  average  of  the  respective  group.  Table  8 
reports  the  results  for  all  personnel  while  tables  9 and  10  report  the  results  for  officers 
and  enlisted  personnel.  These  tables  rank  the  118  installations  by  MHC  from  highest  to 
lowest  and,  in  addition,  provide  the  following  information:  (1)  the  fraction  of  personnel 
who  are  at  the  given  installation,  (2)  the  cumulative  fraction  of  personnel  with  MHC  equal 
to  or  greater  than  that  at  the  given  installation,  (3)  the  MHC/I3AQ  ratio  and  (4)  the  MHC/ 

RMC  ratio. 

Our  procedure  for  constructing  the  MHC  for  officers, enlisted  personnel,  and  all 
personnel  respectively,  which  uses  constant  weights  in  constructing  MHC  at  different 
installations,  has  two  virtues.  First,  since  constant  weights  are  usee’,  the  only  source 
of  variation  from  installation  to  installation  will  be  variation  in  housing  costs.  If  variable 
weights  were  used  (where  the  weights  reflect  the  actual  force  distribution  at  each  installa- 
tion), the  weights  themselves  would  be  an  added  source  of  variation  and  therefore  would 
make  inferences  from  the  computed  numbers  less  meaningful.  Second,  the  by-paygrade 
MHCs  are  in  many  cases  based  upon  sample  sizes  which  are  rather  small.  The  problem 
here  is  that  the  smaller  is  the  sample  size  on  which  MHC  is  based,  the  larger  will  be  the 
variation  in  the  estimate  of  that  rank's  MHC  and  the  less  efficient  MHC  will  be  as  a meas- 
ure of  the  ’ true"  mean  housing  cost  for  that  rank.  In  constructing  an  overall  MHC  for 
each  installation,  our  weighting  scheme  eliminates  much  of  the  random  variation  in  tlie 
by-rank  MHCs  by  placing  the  largest  weights  on  ranks  in  which  MHC  is  based  upon  large 
sample  size  (e.g.,  03  and  E6).  Since  the  variation  in  MHC  due  to  random  sampling  will 
be  smaller  in  these  grades,  this  weighting  scheme  eliminates  much  of  the  rantiom  vnria-  ^ 

tion  in  MHC  and  gives  one  more  confidence  that  the  differences  in  MHC  across  installa-  | 

tions  are  based  upon  true  differences  in  housing  costs  rather  than  sampling  variation.  1 


The  average  expenditure  within  pay  graiics  on  all  types  of  housing  rather  ttian  just 
owner-occupied  or  rental  housing  was  used  in  order  to  maximize  the  number  of  installa- 
tions for  which  housing  cost  imlexes  could  lx  constructed.  Had  indexes  lx;en  constructed 
using  only  renter  data,  say,  the  indexes  could  liave  been  liased  only  on  the  expenditvires  of 
individuals  in  several  enlisted  (E4,  E5,  and  E6)  pay  grades  and  several  officer  grades 
(01,  02,  and  03).  This  is  because  at  many  installations  renters  (or  liomeowners)  were 
not  surveyed  in  many  pay  grades.  To  oKain  indexes  which  used  all  the  sample  ilata  the 
indexes  by  necessity  had  to  lx;  liased  on  expenditures  on  all  types  of  housing. 
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TABLE  8 


RANKING  OF  INSTALLATIONS  BY  ALL  PERSONM'-L  MHC 


a 

M!!C 

ppib 

Q 

MHC“ 

MMC® 

MHC^ 

Installation 

CPP 

I ndex 

ba(5 

RMC 

BOSTOM 

267 

0,0005 

D,0U05 

1.2126 

1.8061 

0.2943 

WAR-PHI 

P* 

265 

0.0013 

0,0018 

1,2065 

1.7970 

0,2928 

lA  AFS 

CA 

265 

0.0012 

0,0030 

1,2060 

1.7963 

0.2927 

REM  TOR 

NY 

265 

0.0020 

0,0030 

1,2033 

1,7922 

0,2920 

BOL-M^S 

DC 

265 

0,0069 

0,0119 

1.2028 

1.7916 

0,2919 

KOMf.STE 

n 

262 

0.0047 

0 .0167 

1,1893 

1.7715 

0.2887 

HANSCOM 

HA 

261 

0.0016 

0.0183 

1,1679 

1.7694 

0.2803 

Andrews 

HD 

259 

0.0067 

0,0231 

1.1757 

1.7512 

0.2854 

Bayonne 

NJ 

256 

0.OOO6 

0,0236 

1.17A7 

1.7497 

0.2051 

Wash  DC 

DC 

256 

0,0145 

0,0401 

1.165A 

1.7359 

0.2029 

mil  dis 

DC 

254 

0.0112 

0,0513 

1.15AA 

l.719< 

0.2002 

SANEKAN 

CA 

252 

0 . 1/305 

0,0818 

1.1<58 

1,7067 

0.2701 

FT  belt 

V* 

249 

0,0063 

0,0881 

1.131A 

1.6653 

0,2746 

PEASE 

NH 

248 

0,0037 

0.0918 

1.1269 

1,6766 

0.2765 

El.  TORO 

CA 

246 

0.0091 

0,1009 

1.1165 

1.6631 

0.2710 

lOHRY 

CO 

245 

0.0091 

0,1100 

1.1122 

1.6567 

0.2700 

EAKEHUR 

NJ 

24J 

0,0016 

0,1116 

1 .10A5 

1.6452 

0,2681 

FT  MONM 

NJ 

243 

0,0033 

0,1149 

1 . 102A 

1.6421 

0.2676 

philadi 

PA 

241 

0.0070 

0,1219 

1 ,0968 

1.6337 

0,2662 

schenec 

NV 

241 

0.0014 

0,1232 

1.0956 

1 .6319 

0.2659 

riTZSAH 

CO 

240 

O.OOIB 

0,1251 

1 ,0922 

1.6266 

0.2651 

Ft  detr 

MO 

240 

0,0006 

0,1256 

1,0916 

1.6259 

0.2649 

REM  LON 

CN 

239 

0.0106 

0,1363 

1.0851 

1.6163 

0,2534 

PATRICK 

ri 

239 

0.0030 

0,1393 

1 , 06A6 

1.6155 

0.2633 

WREEDAH 

DC 

230 

0.0035 

0.1428 

1 ,0809 

1,6100 

0,2524 

AIRKlan 

NM 

237 

0,0037 

0,1464 

1.0795 

1.5079 

0.2620 

ClEVEUA 

CM 

237 

0,0002 

0,1467 

1 ,0768 

1.5039 

0.2614 

REM  VHU 

ME 

236 

0,0030 

0,1497 

1,0730 

1.5983 

0.2604 

SaNDIEG 

CA 

236 

0.091V 

0.2417 

1.0712 

1.5956 

0 . 2600 

FT  JACK 

sc 

235 

0.0150 

0 , 2566 

1,0693 

1.5928 

0 .2595 

Ft  sher 

R 

235 

0.0015 

0,2581 

1 ,0667 

1.5889 

0.2589 

Ft  ord 

CA 

234 

0.0187 

0 .2768 

1,C637 

1.5844 

0 . 2562 

Ft  mcph 

GA 

233 

0.0C17 

0,2785 

1,0613 

l.58o9 

0.2576 

orruTAB 

NO 

233 

0.0101 

0.2666 

1 . 0607 

1.5799 

0.2574 

Dallas 

TX 

233 

0,0009 

0,2896 

1.0583 

1.5763 

0 , 2569 

Ft  head 

MD 

232 

0.0114 

0.3010 

1 , u55A 

1.5720 

0.2562 

PORTSno 

NM 

232 

0.3008 

0,3017 

1.0551 

1.5715 

0,2561 

ORLANDO 

FU 

232 

0.0115 

0,3132 

1.0535 

1.5691 

0.2557 

mcdill 

FI 

231 

0,0056 

0 , 3i  eti 

1 , 0A96 

1.5634 

0 ,2548 

CECIL  F 

FU 

130 

0 . 0064 

0.3251 

1.0A57 

1.5576 

0 . 2535 

DXRIVER 

MO 

229 

0,0037 

0 . 3268 

l,oA12 

1 .5508 

0.2527 

CARLISL 

PA 

229 

0.0005 

0,3294 

1,0399 

1.5489 

0.2524 

jaxvill 

Ft 

229 

0.0073 

0,3367 

1 ,0396 

1.5465 

0,2523 

NORFOLK 

VA 

229 

0.0801 

0,4168 

1,0391 

1.5«77 

0,2522 

FT  Dix 

NJ 

228 

0 ,0090 

0,4250 

1.0378 

1.5458 

0.2519 

PORTLAN 

OM 

227 

0.0005 

0,4263 

1 , 0328 

1.5364 

0.2507 

usartkc 

MI 

226 

0,0015 

0.4270 

1 . o2"A 

1.5317 

0 .2496 

LACkLAN 

TX 

225 

0.0176 

0 .4454 

1 . 0237 

1.5248 

0.2*85 

KANSASC 

MO 

224 

0.0007 

0,4462 

1.0182 

1.5166 

0.2471 

POPE  A8 

NC 

224 

0,0033 

0.4495 

1,0179 

1.5161 

0.2‘7l 

GEORCAB 

CA 

223 

0.0046 

0.4541 

1.0130 

1.5089 

0.2459 

CASTLAB 

CA 

222 

0,0050 

0,4591 

1.0113 

1.5064 

0.2455 

ROCKISL 

10 

222 

0,0002 

0,4593 

1.0099 

1.5043 

0.2*51 

FT  DIVE 

MA 

222 

0,0059 

0,4653 

1,0097 

1.5040 

0.2*51 

GRANTOR 

NO 

222 

0.0050 

0,4703 

1 . OOBA 

1.5020 

0.2*46 

CHARLES 

SC 

222 

0,0186 

0,4009 

1 ,0078 

1.5011 

0.2446 

SEATTLE 

WA 

221 

0.0013 

0,4902 

1 ,0063 

1.4980 

0 4*2 

FT  lEt 

VA 

221 

0.0959 

0,4961 

1,0056 

1.4979 

0.24*1 

EGL |NA8 

FI 

220 

0.0106 

0,5067 

0,9979 

1 .4864 

0,2422 

FT  BRAG 

NC 

217 

0.0350 

0,5417 

0,9804 

1.4722 

0.2399 

NEWPORT 

Rl 

217 

0.0041 

0,5457 

0.9873 

1.4706 

0.2396 

TABLE  8 (Cont'd) 


MHC^  MHC^  MHCf 


Installation 

MHC^ 

PPI^ 

CPP'^ 

Index 

BAQ 

RMC. 

RJCKEIB 

OH 

216 

0,00?7 

0,5484 

0,9617 

1.4623 

0.23b3 

ft  EUST 

VA 

216 

O.OC7A 

0,5559 

0 , 9808 

1,4608 

0,2300 

SCOTT 

11 

215 

OpOOAO 

0,5599 

0.9753 

1.4528 

0,2367 

ORirris 

NV 

214 

O.OOAl 

0,5640 

0,9746 

1.4517 

0 , 2366 

HCCMORD 

WA 

214 

O.OOAb 

0,5666 

8,9726 

1.4488 

0,2361 

PENSACO 

YL 

213 

0*0096 

0,5782 

0.9780 

1,4449 

0.23bA 

ft  CARS 

CO 

210 

0.0193 

0,5975 

0,9543 

1.4214 

0,2316 

rt  samh 

TX 

209 

0 1 0060 

0,6064 

0.9523 

1.4184 

0,2311 

ft  CORD 

GA 

208 

O.OIAO 

0,6211 

0,9441 

1.4063 

0 .22V2 

ST  LOUI 

HO 

207 

o.ooov 

0,6220 

6.9428 

1,4042 

0,2?b8 

hill  AB 

UT 

207 

0.003^ 

0,6252 

0.9397 

1.3997 

0,22bl 

hcconab 

KA 

206 

0.003b 

0,6290 

0,9381 

1.3972 

0.2277 

Et  camp 

KY 

206 

0,0191 

0,6461 

0.9365 

1.3949 

0.2273 

LITRAAB 

AK 

206 

0.006;; 

0,6542 

0,9362 

1.3945 

0.2272 

HEW  ORL 

LA 

205 

0.0020 

0,6562 

0,9302 

1,3886 

0.22b6 

Oakdale 

PA 

204 

0.0002 

0,6564 

0.9204 

1.3826 

0,22b3 

ET  HARR 

IN 

203 

0.0036 

0,6601 

0.9223 

1.3730 

0.2239 

LEEOORE 

CA 

203 

OiOOSV 

0.6659 

0.9212 

1.3721 

0,2236 

BREMDRT 

WA 

202 

0.0047 

0,6706 

0.9191 

1.3691 

0,2231 

et  lehi 

NA 

202 

0,021V 

0,6925 

0.9186 

1.36B6 

0,2230 

ET  HUAC 

AR 

202 

0,004tt 

0,6974 

0,9181 

1.3675 

0,222b 

ET  HONR 

VA 

202 

0 . 0C12 

0,6966 

0 .9160 

1.3674 

0,222d 

narren 

HY 

201 

0.0037 

0,7023 

0.9150 

1.3641 

0,2223 

et  hood 

TX 

200 

0,0404 

0,7427 

0 , 91u5 

1.3561 

0,2210 

kesslab 

MS 

200 

0,0139 

0,7566 

0.9098 

1.3552 

0 , 2206 

bealeab 

CA 

200 

0.0047 

0,7613 

8,9093 

1.3545 

0,2207 

tinker 

OK 

199 

0 ,0036 

0,7646 

0.9056 

1.3469 

0,2iV6 

NhIDISL 

WA 

199 

0.0CS2 

0,7701 

0.9062 

1.5403 

0,21V7 

gulepor 

MS 

ive 

0,0049 

0,7749 

0,6962 

1.3379 

0,21b0 

Cannon 

NM 

197 

0 . 00  44 

0,7793 

0.8971 

1.3362 

0 ,2177 

vandenb 

CA 

197 

0.0046 

0,7840 

0.8935 

1 . 3309 

0,2169 

cherrvp 

nc 

196 

0,0091 

0 , 7930 

8.8931 

1.3303 

0 ,2168 

CRISSOK 

IN 

196 

0.0027 

0,7957 

0.6931 

1 . 3302 

0,2366 

England 

LA 

195 

0,0P2V 

0,7906 

U,6872 

1.3215 

0.2lb3 

Cample  j 

NC 

195 

0.0314 

0,6300 

0.8B69 

1.3210 

0,2lb3 

malmstr 

HT 

195 

0,004b 

0 , 6348 

0,8057 

1.3193 

0.2lbu 

Edwards 

CA 

195 

0.003> 

0,8383 

8.6854 

1.3109 

0,21A9 

wurtsmi 

MI 

195 

O.0C33 

0,8416 

0,6844 

1.3173 

0 , 21A6 

Chase  e 

TX 

194 

0 .0016 

0,8432 

0,6836 

1.3165 

0.21A5 

TwNINtP 

CA 

193 

0.003b 

0,8467 

0.8758 

1.3045 

0 . 2126 

Et  benn 

GA 

19? 

O.Olb? 

0,8625 

0,8736 

1 .3812 

0,2120 

et  leav 

KA 

192 

0.002V 

0,8654 

0.6730 

1 . 3U03 

0.2119 

APERPCE 

MD 

191 

0.U0S4 

0,8788 

0 . 8662 

1.2903 

0 , 2lU2 

CHANUTE 

IL 

19o 

0 . U09O 

0 ,8886 

8.8617 

1.2835 

0 , 20V1 

HERID/A 

MS 

190 

0.0030 

0,8836 

8,8615 

1.2831 

0, 20V1 

KINGSVL 

TX 

169 

o.ooiv 

0.8855 

0.8681 

1.2611 

0 . 20bb 

MEMPHIS 

TN 

187 

0.009b 

0.8950 

0.8513 

1 . 2680 

0 ,2066 

ET  BLIS 

TX 

166 

0.0126 

8.9075 

0.6476 

1.2625 

0,2iJb7 

usamisc 

AL 

166 

0.0037 

0,9112 

0,8458 

1.259? 

0,20b3 

et  rile 

KA 

166 

o,ua‘»4 

0,9266 

0,6443 

1.2576 

0,2DA9 

ET  KNOX 

KY 

165 

o»oib4 

0,9450 

0,84o7 

1.2522 

0 . 20A0 

craigab 

AL 

181 

0.0019 

0,9469 

0.8289 

1.2228 

0 , 1VV3 

ET  RUCK 

AL 

179 

O.OOSb 

0.V524 

0.6114 

1.2006 

0 , l9o9 

ET  SILL 

OK 

176 

0.014V 

0.9673 

0.8090 

1.2850 

0 , 1V64 

ALTUS 

OK 

176 

0 .0042 

0.9715 

0 ,7993 

1 .1986 

0 ,1940 

ET  WOOD 

MO 

169 

0.0121 

0,9836 

0.7659 

1.1409 

0 , 16b9 

ET  POLK 

LA 

165 

0.0164 

1,0000 

0,7508 

1.1183 

0.1622 

®MMC  = Monthly  Housing  Cost 

t'ppi  = Percent  of  Personnel  at  Installation 
^CPP  = Cumulative  Percent  of  Personnel 

‘^MlIC  index  » Installation  MIIC  divided  by  national  average  MHC 
^MIIC/BAQ  = Ratio  of  MIIC  to  (monthly)  BAQ 
^MIIC/RMC  = Ratio  of  MIIC  to  (monthly)  RMC. 
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TABLE  9 I 

RANKING  OF  INSTALLATIONS  BY  OFFICER  MHC 


Insta I ration 

MHC 

PPI 

CPP 

MHC 

Index 

MHC 

BAQ 

"HC 

R'lC 

NCW  VOR 

NY 

456 

0,0027 

0,0027 

1,3021 

2.1743 

0.2047 

war. PH] 

PA 

449 

O.ODIU 

0,0045 

1,2857 

2.1435 

0,2806 

BOSTON 

MA 

4JC 

0,0012 

0.0060 

1.2510 

2,0090 

0 .2735 

Bayonne 

NJ 

434 

0,0009 

0.0069 

l,24t,3 

2.0712 

0,2712 

hanscom 

MA 

430 

0.0064 

0,0133 

1.2272 

2,0493 

0 ,2683 

Bot-WAS 

DC 

427 

0.0273 

0,0406 

1.22J6 

2.0362 

0 ,2668 

MIL  DIS 

DC 

413 

0,0404 

0,0810 

l.lOll 

1 . 97(15 

0 , 2560 

WASH  DC 

DC 

410 

0.0470 

0.1279 

1.1716 

1.9567 

0 . 2562 

LakEhur 

NJ 

408 

0,0011 

0,1291 

1,1663 

1 , 94(}4 

0.2551 

Andrews 

MD 

407 

0,0110 

0.1401 

1.1618 

1.9401 

0.2540 

PORTSNO 

NH 

403 

0,0009 

0.1410 

1.1508 

1.9216 

0,2516 

Eu  TORO 

CA 

402 

0,0074 

0,1484 

1,1476 

1.916? 

0 . 2509 

CeEVELA 

OH 

401 

0,0003 

0,1487 

1,1452 

1.9124 

0.2504 

sandieg 

CA 

400 

0.057-, 

0.2062 

1.1437 

1.9097 

0,2500 

LA  AES 

CA 

396 

0,0065 

0,2128 

1.1313 

1 . 6892 

0.2473 

HREEUAH 

DC 

391 

0 ,0090 

0,2218 

1.1171 

1 . 8653 

0 , 2442 

PHILADE 

PA 

391 

0 ,0075 

0,2293 

1.1160 

1 .0636 

0.2440 

HOMESTE 

FL 

3B9 

0,0032 

0 , 2326 

1.1121 

1.8570 

0 , 2431 

FT  MONH 

NJ 

580 

0.0040 

0 ,2366 

1.1084 

1.8508 

0 ,2423 

sanfran 

CA 

387 

0.0227 

0.2593 

1.1071 

1 .8407 

0,2420 

ft  BElV 

VA 

387 

0.005V 

0.2652 

1.1062 

1.8472 

0,2416 

JAXVILL 

FL 

367 

0 ,0084 

0.2736 

1.1009 

1.8467 

0,2416 

DXRIVER 

MB 

386 

0 .0  046 

0,2782 

1,1039 

1.8433 

0,2413 

Ft  ORD 

CA 

384 

0,0124 

0,2906 

1.0976 

1,8328 

0.2400 

new  LON 

CN 

384 

0.0082 

0.2968 

1.  0974 

1.6325 

0 . 2399 

CECIL  F 

FL 

361 

0,0054 

0.3042 

1,0877 

1.0163 

0,2378 

PEASE 

NH 

379 

0.0038 

0 , 3o6u 

1,0629 

1 , 8082 

0,2367 

MCDILL 

FL 

374 

0,0062 

0.3141 

1 ,0695 

1.7859 

0 ,2338 

NORFOLN 

VA 

374 

0.0587 

0.3729 

1 , 0683 

1.7839 

0,2336 

N''W  BRU 

Mb 

373 

0.0041 

0,3769 

1.0657 

1.7796 

0 ,2330 

Patrick 

FL 

372 

0,0043 

0,3813 

1.0620 

1.7733 

0 . 2322 

Dallas 

TX 

371 

0,0006 

0.3819 

1 , 06u3 

1.7705 

0 , 2318 

hCLINAP 

FL 

371 

0,0130 

0,3949 

1 .0591 

1.7685 

0,2315 
0 , 2314 

SCHENEC 

NY 

370 

0,0008 

0.3956 

1,0583 

1.7673 

ChARuES 

SC 

370 

0 .0125 

0,406l 

1,0574 

1,7656 

0,2312 

ft  mead 

MU 

368 

0,0152 

0,4234 

1 , 05ii2 

1.7537 

0 , 2296 

ft  oetr 

MD 

365 

0,0011 

0.4245 

1.o437 

1.7428 

0 . 2262 

LOWRY 

CO 

365 

0,0063 

0,4308 

1, 0423 

1.7405 

0.2279 

ft  deve 

MA 

365 

0,0056 

0 ,4364 

1.0416 

1.7393 

0.2277 

ORLANDO 

FL 

363 

0.0024 

0,4388 

1,0373 

1.7321 

0,2263 

FT  MCPH 

GA 

361 

0.0045 

0.4433 

1 . 03;-2 

1.7203 

0,2252 

ft  DIX 

NJ 

360 

0.0D64 

0,4497 

1.0293 

1.7188 

0 ,2290 

ft  SMER 

IL 

358 

0,0028 

0,4525 

1 , 0222 

1.7069 

0 , 2235 

offutab 

NB 

357 

0,0203 

0,4728 

1 , 0211 

1.7051 

0,2232 

DSARTKC 

MI 

357 

0,0026 

0,4754 

1,0197 

1.7027 

0,2229 

FITZSAh 

CO 

357 

0.0045 

0 .4798 

1,0196 

1.7027 

0 . 2229 

OAKDALE 

PA 

354 

C .0006 

0.'4fl05 

1.O120 

1.6898 

0,2.  12 

GEORGAB 

CA 

351 

0 ,0040 

0,4844 

l,u031 

1 .6750 

0,2193 

FT  SAMH 

TX 

348 

0.0161 

0,5005 

0.9938 

1.6595 

0,2173 

FT  cars 

CO 

347 

0 ,0110 

0,5115 

0.9917 

1.6561 

0 .2168 

KANSASC 

MO 

346 

0.0008 

0.5123 

0.9889 

1 , 65l3 

0,2162 

CANNON 

NM 

345 

0.0P29 

0,5152 

0.9858 

1.6462 

0,2155 

NEWPORT 

RI 

345 

0.0110 

0.5262 

0.9844 

1.6438 

0,2152 

RICKEAB 

OH 

344 

0,0026 

0,5289 

0.9022 

1 .6401 

0,2147 

CHERWYP 

NO 

343 

0.0063 

0,5351 

0.9805 

1 . 6373 

0.2144 

ft  lee 

VA 

343 

0 . 0100 

0,5451 

0 , 9eu3 

1.6369 

0,2143 

ST  LOUl 

MO 

343 

0,0028 

0.5478 

0.9796 

1.6357 

0,2142 

FT  JACK 

SC 

342 

0.0047 

0.5526 

0,9768 

1.6311 

0,2135 

PENSACO 

f L 

341 

0,0172 

0.5697 

0,9755 

1.6290 

0,2133 

CASTLAB 

CA 

341 

O.0O46 

0,5743 

0.9737 

1.6260 

0,2129 

Scott 

a 

339 

0.0091 

0.5834 

0, 9696 

1.6191 

0.2120 

-22- 


TABLF.  9 (Cont'd) 


Installat ion 

MHC 

PPI 

CPP 

MIIC 

I ndex 

MHC 

BAQ 

MHC 

i^rc 

TT  BHAG 

NC 

339 

0 .0280 

0,6113 

0.9692 

i.6105 

0.2119 

BEAlEad 

C» 

339 

0 .0  045 

0 . 6150 

0 . 9689 

1.6178 

0.2116 

CHASfc  F 

TX 

338 

0 . 0026 

0 .6184 

0,9647 

1 . 6108 

0.2109 

L1TRKA8 

AK 

337 

D.0073 

0,6257 

0.9640 

1 , 6097 

0.2107 

NEW  ORl 

LA 

337 

0.0030 

0.6287 

0,9629 

1.6079 

0.2105 

CaRlISL 

PA 

332 

0.0026 

0,6313 

0,9499 

1.5862 

0.2077 

Lacklan 

TX 

332 

0.0104 

0,6417 

0,9498 

1 . 5860 

0.2076 

PORTLAN 

OR 

332 

0 .0003 

0,6420 

0.9478 

1.5827 

0.2072 

POPE  AB 

NC 

332 

0.0037 

0,6457 

0.9472 

1.5817 

0.2071 

whidisl 

WA 

331 

0.0057 

0,6515 

0 , 9468 

1.5810 

0.2070 

ROCKISL 

10 

331 

0 .0013 

0 , 6527 

0,9458 

1.5794 

0 .2066 

GRIFFIS 

NY 

329 

0.0051 

0 , 6579 

0,9407 

1.5708 

0 .2057 

granf  or 

ND 

328 

0.0061 

C . 6640 

0 , 9365 

1.5639 

0.2U47 

SEATTLE 

WA 

327 

0 .0012 

0,6652 

0.9352 

1.5617 

0 .2045 

HERIDIA 

MS 

325 

0.0026 

0,6678 

0.9277 

1.5492 

0.2C88 

England 

LA 

324 

0 .0020 

0 . 6698 

0 . 9265 

1.5472 

0 .2026 

Cample j 

NC 

323 

0.0162 

0.6659 

0.9227 

1.5408 

0.2017 

kirklan 

NM 

322 

0.CC81 

0 .6940 

0 . 9202 

1.5366 

0.2012 

MCCONAB 

KA 

322 

0.0044 

0,6985 

0,9190 

1.5345 

0.2009 

KESSLAB 

MS 

319 

0.0090 

0.7075 

0.9123 

1.5234 

0 , 1995 

FT  HARR 

IN 

317 

0,0052 

0.7127 

0 ,9069 

1.0144 

0 , 1903 

MCCHORD 

WA 

317 

0.0044 

0, 7l7l 

0.9063 

1.5133 

0,1981 

FT  KNOX 

KY 

317 

0 .0167 

0,7358 

0 . 9062 

1.5133 

0.1981 

MEMPHIS 

TN 

317 

0.0035 

0.7393 

0.9051 

1.5114 

0.1979 

FT  EUST 

Vi 

317 

0 .0068 

0.7461 

0,9045 

1.5103 

0.19/7 

FT  LEAV 

KA 

316 

0.0130 

0,7591 

0.9041 

1.5U97 

0.1977 

HILL  AB 

UT 

315 

0.0045 

0 . 7636 

0 .8995 

1 .5021 

0 .1967 

LEMOORE 

CA 

314 

0.0047 

0 , 7663 

0 .8962 

1 . 4965 

0 .1959 

FT  LfcWl 

WA 

313 

0 ,0183 

0,7667 

0 . 6946 

1 . 4939 

0 . 1956 

WURTSMI 

MI 

313 

0 .0031 

0 , 7P98 

, 894  0 

1 .4920 

0.1954 

bremert 

WA 

311 

0 .0032 

0 .7930 

0 , 8892 

1.4846 

0.1944 

TINKER 

OK 

311 

0.0044 

0 .7974 

0 . 8887 

1.4839 

0,1943 

FT  MONR 

VA 

310 

0.0046 

0 , 8020 

0 , 8865 

1.4803 

0 .1938 

craigab 

AL 

309 

0 .0054 

0,8074 

0 . 8541 

1.4762 

0,1933 

VANDENB 

CA 

309 

0,0053 

0,8127 

0 .8840 

1.4761 

0 .1933 

aberdee 

MO 

309 

0.0074 

0,8201 

0.8833 

1.4750 

0 ,1931 

EOWaRDS 

CA 

309 

0,0044 

0,6246 

0 , 8823 

1.4734 

0 . 1925 

GULFPOR 

MS 

308 

0.0013 

0,6258 

0.8794 

1,4685 

0.1923 

KINGRVL 

TX 

308 

0 .0029 

0,6287 

0 , 8769 

1.4676 

0 . 1921 

Ft  benn 

GA 

308 

0 .0202 

0 , 8489 

0 .8786 

1 .4671 

0 , 1921 

ft  rile 

K» 

304 

0.0132 

0 . 8621 

0,6696 

1.4521 

0.1901 

f T HOOD 

TX 

3C4 

0 . 0264 

0 ,6685 

0 ,8692 

1.4515 

0 .1900 

TWNINEP 

CA 

304 

0.OO19 

0 . 8904 

0.8690 

1.4511 

0,1900 

WARREN 

WY 

304 

0.0048 

0.6952 

0 , 8686 

1 , 4504 

0 . 16V9 

FT  BLIS 

TX 

303 

0.C138 

0 .909(1 

0,6667 

1.447? 

0 .1895 

FT  CORD 

GA 

303 

0 .0096 

0 . 9166 

0.6666 

1.4470 

0 . 1894 

altus 

OK 

303 

0.0040 

0,9226 

0 . 8653 

1.4450 

0.1892 

GRISSOM 

IN 

296 

0.0033 

0,9259 

0,6466 

1.4136 

0 . 1A51 

malmstr 

MT 

295 

0.0061 

0.9320 

0,8436 

1 .4086 

0 184  4 

Ft  ruck 

‘L 

293 

0.0117 

0,9437 

0.8365 

1 . 3963 

0 . 1829 

USAMISC 

AL 

291 

0,0048 

0 , 9485 

0 , 03n5 

1 . 3868 

0 , 1816 

FT  CAMP 

KY 

291 

0.0153 

0 , 9638 

U , F>  3 0 1 

1 . 3862 

0 .1815 

ChanuTE 

IL 

290 

0,0034 

0 . 9672 

0,8298 

1 . 3856 

0 .1814 

FT  HUAC 

AR 

290 

0.0074 

0,9746 

0.0287 

1 .3838 

0,1812 

FT  WOOD 

MO 

279 

0,0051 

0.9797 

0,7978 

1.3322 

0.1744 

FT  SILL 

OK 

274 

0.0159 

0.9956 

0.7833 

1.3080 

0.1712 

FT  POLK 

L* 

236 

0.0014 

1.0000 

0.6745 

1.1264 

0.1475 

-23- 


TABLE  10 


RANKING  OF  INSTALLATIONS  BY  ENLISTED  MHC 


MHC 

MHC 

MHC 

Installation 

MHC 

PPI 

CPP 

Index 

-RMC 

Ll  AFS  CA 

24! 

0.0004 

6.0004 

1.2236 

1.7739 

0,3071 

koheste  ri. 

242 

0.0050 

0.0054 

1,2077 

1.7569 

0,3031 

■OSTON  HA 

240 

0.0004 

0.0057 

1.1989 

1.7382 

0,3009 

BOt.«HAS  DC 

239 

0.0C38 

6.0095 

1.1949 

1.7324 

0,29V9 

MAR>PHI  PA 

236 

0.0012 

0,0107 

1.1822 

1.7139 

0,2967 

ANDREWS  HO 

235 

0.0061 

0.0168 

1.1766 

1.7058 

0.2953 

hanscoh  ha 

23! 

0.0009 

0.0177 

1.1741 

1.7022 

0,2947 

NEN  TOR  NT 

23! 

0.0019 

0,0196 

1.1730 

1.7006 

0,2944 

HASH  DC  DC 

232 

0.0095 

0,0291 

1.16t8 

1.6829 

0,2913 

SANFRAN  CA 

231 

0.0317 

0.0608 

1.1536 

1.6725 

0,2895 

BAYONNE  NJ 

231 

0.0005 

0.0613 

1,1536 

1.6725 

0,28V! 

HK  0)5  DC 

229 

0.0067 

D.D680 

1,1444 

1.6591 

0,2872 

PEASE  NM 

227 

0.0036 

0,0716 

1,1363 

1.6474 

0,2652 

FT  BEUV  VA 

227 

0.0064 

0.0780 

1,1356 

1.6463 

0,2650 

lONRT  CO 

226 

0.0095 

0,0875 

1.1288 

1.6365 

0,2833 

kirkuan  nh 

224 

0,0030 

0.0905 

1.1207 

1.6249 

0,2613 

FITZSAH  CO 

222 

0.0014 

0.0919 

1.1095 

1.6086 

0,278! 

EL  TORO  CA 

221 

0.0094 

0.1013 

1.1052 

1.6023 

0,2774 

SCHENEC  NY 

221 

0.0014 

0,1028 

1,1031 

1.5993 

0,2769 

FT  DETR  HD 

220 

0.0005 

0,1033 

1.1021 

1.5978 

0,2766 

FT  HONH  NJ 

220 

0,0032 

0.1065 

1,0981 

1.5920 

0,2756 

FT  JACK  SC 

218 

0,0165 

0.1230 

l,u922 

1.5835 

0,2741 

PMJtADE  PA 

218 

O.OOAV 

0,1299 

1,0867 

1.5785 

0,2732 

PATRICK  FL 

218 

0,0028 

0.1327 

1,3882 

1.5776 

0.2731 

LAKEHUR  NJ 

217 

0,0017 

0.1344 

1.0846 

1.5724 

0.2722 

NEM  LON  CN 

216 

0.0110 

0,1454 

1,0790 

1,5643 

0,2708 

FT  SHER  IL 

215 

0,0013 

0,1467 

1,0763 

1.5605 

0,2701 

NEW  ERU  he 

214 

0,0029 

0.1495 

1.0724 

1.5547 

0,26V1 

OFFUTAB  NB 

214 

0,0086 

0,1581 

1,0689 

1.5497 

0,2683 

NREEOAH  DC 

214 

0.0027 

0.1608 

1,0683 

1.5488 

0,2681 

FT  HCPH  GA 

213 

0,0013 

0.1621 

1.U673 

1.5474 

0,2679 

CarlISl  pa 

212 

0.0002 

0,1623 

1.0621 

1.5399 

0,2666 

ORLANDO  FL 

211 

0,0129 

0.1752 

1,0553 

1.5300 

0,2649 

clevela  oh 

211 

0,0002 

0,1754 

1.0552 

1.5299 

0,2648 

Dallas  tx 

211 

0,0010 

0,1764 

1.0551 

1.5297 

0,2648 

FT  MEAD  HO 

211 

0.0108 

0.1872 

1.0541 

1.5283 

0,2646 

portlan  oh 

211 

0,0005 

0,18.7  7 

1,0537 

1.5277 

0.2645 

FT  OHO  CA 

210 

0,0197 

0,2074 

1.0517 

1.5248 

0,2640 

SANDIFG  CA 

210 

0.0972 

0,3046 

1,0486 

1.5202 

0,2632 

LACKLAN  TX 

208 

0.0187 

0,3233 

1.0415 

1.5100 

0,2614 

NCDILL  FL 

208 

0.0055 

0.3288 

1.J415 

1.5100 

0,2614 

FT  DIX  NJ 

208 

0.0094 

0.3382 

l,u376 

1.5043 

0,2604 

POPE  AB  NC 

207 

0.0032 

0.3414 

1,0348 

1.5063 

0,25V7 

CECIL  F FL 

206 

0.0065 

0,3479 

1.0315 

1.4955 

0,2589 

NORFOLK  VA 

206 

0.0834 

0,4313 

1.0284 

1.4910 

0,2581 

VSARTKC  Hi 

206 

0.0013 

0,4327 

1.0282 

1.4907 

0,2580 

portsno  nh 

205 

0.0007 

0,4334 

1.0261 

1.4676 

0.2575 

granfor  no 

205 

0.0048 

0.4382 

1.0257 

1.4671 

0.2574 

ROCKISL  10 

205 

0.0001 

0.4381 

1.0251 

1.4862 

0.2573 

KANSASC  HO 

205 

O.OOU7 

0.4390 

1,0237 

1.4842 

0,2569 

SEATTLE  MA 

205 

0.0013 

0,4403 

1.0234 

1.4837 

0,2568 

DXRIVcK  ho 

204 

0,0036 

0,4439 

1.0213 

1.4806 

0.2563 

CASTLAB  CA 

204 

0.0051 

0.4490 

1.0192 

1.4777 

0,2556 

JAXVILL  FL 

204 

0.0072 

0,4562 

1,0167 

1.4769 

0,2557 

OEORCAB  CA 

203 

0,0047 

0,4609 

1,3133 

1.4690 

0,2543 

ft  lee  VA 

202 

0.0053 

0,4662 

1.0101 

1.4644 

0,2535 

FT  EUST  VA 

200 

0.0075 

0.4737 

0,9994 

1.4489 

0,2508 

FT  DEVE  HA 

200 

0.0060 

0,4797 

0,9985 

1.4476 

0,2506 

CHARLES  SC 

198 

0.0195 

0,4992 

0,9916 

1.4376 

0,2489 

FT  BRAG  NC 

198 

0.0360 

0,5353 

0,9912 

1.4371 

0,2486 

HCCNORD  HA 

198 

0.0047 

0.5399 

0.980! 

1.4332 

0.2481 

TABLE  10  (Cont'd) 


-MHC 

MHG 

MHG* 

Instal lat ion 

MHC 

PPI 

CPP 

Index 

bah 

RMC 

NEWPORT  RI 

197 

0.0030 

0,5429 

0.9856 

X.4290 

0,24/4 

GRirns  NT 

194 

0,003V 

0,5469 

0,9616 

1.4231 

0,2464 

RICKElD  OW 

196 

0.0027 

0,5496 

0,9792 

1.4196 

0.2457 

ERLINIB  FL 

196 

0.0102 

0.5598 

0.9766 

1.4187 

0,2456 

SCOTT  IL 

195 

0.0032 

0.5631 

0,9745 

1.4128 

0,2996 

PC-NS4C0  FL 

193 

0.0064 

0.5715 

0.9661 

1.4006 

0.2925 

FT  CAMP  KT 

193 

0.U197 

0,5912 

0.9635 

1.3969 

0,2<18 

FT  CORD  GA 

193 

0,0156 

0,6067 

0,9632 

1.3964 

0.2<17 

HILL  AQ  UT 

190 

0.0029 

0,6097 

0,9465 

1.3751 

0,23«0 

FT  CARS  CO 

188 

0,0206 

0,6303 

0,9416 

1.3651 

0.2363 

HCCON’AQ  KA 

188 

0.0037 

0,6340 

0.9410 

1 ,3643 

0,2362 

FT  HUAC  AR 

188 

0.0044 

0,6364 

0.94u5 

1.3635 

0,2360 

FT  SAMH  TX 

188 

0,0077 

0,6462 

0,9304 

1,3605 

0,2355 

ST  LOUI  MO 

186 

0,0006 

0,6467 

0.9303 

1.3487 

0.2335 

warren  WT 

185 

0.0035 

0,6503 

0.9265 

1.3A33 

0,2325 

LITRi^AB  AK 

185 

0 .0060 

0,6563 

0.9262 

1.3420 

0.2325 

LEMOORe  CA 

185 

0.0060 

0,6623 

0.9256 

1.3422 

0,2323 

BREMERT  wa 

185 

O.OOAV 

0.6672 

U.9251 

1.3412 

0.2322 

FT  MONR  VA 

185 

0.0007 

0,6679 

0.9244 

1.3402 

0,2320 

FT  HARR  |N 

165 

0.0034 

0.6713 

0.9242 

1.3400 

0.2320 

Ft  Ltwj  WA 

165 

0.0225 

0.6938 

0.9232 

1.3385 

0.2317 

FT  HOOD  TX 

16A 

0.0425 

0.7363 

0.9196 

1.3332 

0,2306 

NEW  ORL  L* 

184 

0,0018 

0.7362 

0.9169 

1.3322 

0 , 2306 

TINKER  OK 

182 

0.0034 

0,7416 

0,9080 

1.3164 

0.2279 

KESSLAB  MS 

181 

0.0146 

0,7562 

0.9069 

1.3148 

0.2276 

GRISSOM  IN 

161 

0.0026 

0,7588 

3,9037 

1.3102 

0,2260 

Oakdale  pa 

161 

0,0002 

0,7590 

0,9030 

1.3092 

0,2266 

GULFPCR  MS 

180 

0 .0054 

0,7645 

0.9012 

1.3066 

0,2262 

MALMSTR  MT 

179 

0 ,0046 

0.7691 

0.6952 

1.2978 

0,2297 

VANDEN8  CA 

179 

0 .0  045 

0,7736 

0.8939 

1.2960 

0.2293 

wwidisl  wa 

178 

0.0051 

0,7787 

0.8914 

1.2924 

0,2237 

BEALEAB  CA 

178 

0 .0047 

0,7835 

0,8906 

1.2913 

0.2235 

EDWARDS  CA 

177 

0,0033 

0,7868 

0,8841 

1.2817 

0.2219 

WURTSMI  Ml 

176 

0 . 0033 

0,79ul 

0.3795 

1.2751 

0,2207 

TWNINEP  CA 

175 

0,0038 

0,7939 

0.8755 

1.2693 

0.21V7 

CAMPLEJ  NC 

175 

0.0338 

0,8276 

0,8748 

1.2682 

0,2195 

England  l* 

175 

0 .0030 

0,6307 

0,8741 

1.2673 

0.21V4 

Cannon  nm 

174 

0.0046 

0,6353 

0.8704 

1 . 26i8 

0.2189 

FT  benn  ga 

174 

0.0150 

0,8503 

0,e7j0 

1.2614 

0,2164 

CHANUTE  IL 

174 

0,0108 

0,8611 

0 ,8684 

1.2589 

0,2179 

ChERRYP  NC 

173 

0.0095 

0,8706 

0.6667 

1.2566 

0,2175 

FT  LtAV  KA 

172 

0,0014 

0.8720 

0.9623 

1.2501 

0,2164 

ABERUEE  MO 

172 

0.0051 

0,8771 

0,3594 

1.2959 

0,2157 

CHASE  F TX 

172 

0.0C15 

0,8786 

0.6593 

1.2459 

0.2157 

KINGSVL  TX 

171 

0.0017 

0,8803 

0,9528 

1.2364 

0,2140 

usamisc  al 

170 

0,0035 

0 , 8838 

0.9480 

1.2294 

0,2126 

MLRIUIA  MS 

168 

0,0031 

0,8069 

0.94)0 

1.2193 

0,2111 

FT  RLIS  TX 

168 

0,0124 

0,8992 

0 , 94o3 

1.2)82 

0,2109 

FT  RILE  KA 

167 

0.0157 

0,9149 

0.8352 

1.2109 

0,2096 

MEMPHIS  TN 

167 

0.0104 

0,9253 

0.6343 

1.2096 

0.20V4 

FT  KNOX  KT 

164 

0.0103 

0,9437 

0.6205 

1.1096 

0,2059 

FT  SILL  OK 

163 

0.0148 

0,9584 

0.6140 

1.1802 

0.2043 

FT  ruck  AL 

160 

0,0045 

0,9630 

0.8025 

1.1635 

0.2014 

CRAIUAB  AL 

160 

0.0014 

0,9644 

0.8015 

1.1620 

0.2011 

AlTUS  OK 

156 

0 .0042 

0,9686 

0,7791 

1.1?96 

0,1955 

FT  POLK  la 

154 

0.0182 

0,9868 

0.7699 

1.1162 

0,1932 

FT  WOOD  MO 

151 

0,0132 

1,0000 

0.7553 

1.0950 

0,1895 

25 


Examining  the  results  In  tables  8,  9,  and  10,  it  Is  seen  that  the  all  personnel 
housing  cost  Indexes  range  from  .76  (Ft.  Polk,  La.)  to  1.21  (Boston,  Mass.).  It  may 
be  pointed  out  that  at  every  CONUS  installation  personnel  spend  more  than  BAQ  on  hous- 
ing. The  excess  of  housing  costs  over  BAQ  at  different  installations  ranges  between  $26 
and  $246  for  officers  and  between  $13  and  $107  for  enlisted  personnel.  Clearly  there  is 
a great  disparity  in  housing  costs  of  personnel  at  different  installations. 

The  officer  indexes  show  more  variation  than  the  enlisted  or  all  personnel  Indexes, 
with  the  officer  index  ranging  from  .67  (Ft.  Polk,  La.)  to  1.30  (New  York  City).  The 
officer  and  enlisted  Indexes  are  generally  consistent  with  each  other;  that  Is,  installa- 
tions that  have  a high  officer  MHC  also  have  a hig^  enlisted  MHC.  The  simple  correla- 
tion between  the  two  Indexes  Is  .82.  Obviously  there  is  a very  high  correspondence 
between  the  all  personnel  and  enlisted  Indexes  since  the  enlisted  index  receives  a very 
high  weight  (.8638)  in  the  construction  of  the  all  personnel  Index. 


ALTERNATIVE  VARIABLE  HOUSING  ALLOWANCE  PLANS 


r 


This  section  discusses  how  the  housing  cost  Indexes  constructed  In  the  last  section 
might  be  used  to  implement  a variable  housing  allowance  (VHA).  In  discussing  how 
a VHA  might  be  implemented,  several  issues  have  to  be  considered.  First,  how  should 
installations  be  grouped  for  the  proposes  of  a VHA?  Second,  what  should  be  the 
proper  base  for  a VHA  adjustment?  In  the  current  pays  and  allowances  system  policy- 
makers would  have  the  choice  of  adjusting  BAQ  or  some  fraction  of  RMC  whereas  In 
a salary  system  the  adjustment  would  have  to  be  based  on  some  fraction  of  salary. 

Third,  should  there  be  separate  adjustments  for  officers  and  enlisted  personnel,  or  , more 
generally,  should  there  be  a sliding  adjustment  factor  which  varies  hy  level  of  RMC? 

This  section  addresses  these  questions,  considering  alternative  groupings  of  installations 
and  alternative  VHA  plans,  and  estimating  the  cost  of  these  alternative  plans. 

REASONS  AND  CRITERIA  FOR  GROUPING 

Consider  first  the  question  of  grouping.  We  suggest  that  grouping  Installations 
into  a rather  small  number  of  categories  may  be  more  desirable  than  making  a different 
adjustment  at  each  CONUS  installation.  There  are  several  reasons  for  this  suggestion. 
First,  the  data  may  still  contain  "sampling  errors"  which  will  lead  to  incorrect  adjust- 
ments at  some  installations  if  an  adjustment  is  made  directly  with  the  indexes  constructed 
above.  Second,  a plan  with  a relatively  small  number  of  categories  may  be  easier  to 
administer.  Third,  and  more  speculatively,  a plan  with  only  a small  number  of  possible 
adjustments  may  be  more  acceptable  to  personnel.  Several  criteria  govern  how  many 
categories  there  sliould  be  , and  these  are  considered  below.  • 

Several  examples  of  possible  sampling  errors  may  be  pointed  out.  Looking  at  table 
5,  the  MHC  for  personnel  at  the  Arminster  Naval  facility  in  North  Philadelphia  is 
$265,  while  the  MHC  for  personnel  at  the  South  Philadelphia  Naval  facility  is  $241.  While 
all  of  the  difference  here  may  be  due  to  real  differences  in  housing  costs  between  the 
North  and  South  Philadelphia  housing  markets,  some  may  be  due  to  random  sampling  errors. 
A second  example  is  provided  by  installations  in  the  Washington,  D.C.  metropolitan 
area.  Most  of  the  MHCs  for  the  D.C.  area  installations  are  very  similar  except  for  the 
Walter  Reed  Army  Hospital.  This  MHC  ($238)  is  $11  lielow  that  of  the  next  closest  D.C. 
area  ($249  for  Ft.  Belvoir).  Again,  some  of  the  differences  in  MHC  tetween  the  D.C.  area 
installations  may  be  due  to  random  sampling.  As  a third  example.  Ft.  Bragg,  N.C.  and 
Pope  AFB,  N.C.  are  contiguous  installations,  yet  the  Pope  MHC  ($224)  is  $7  higher  than 
the  Ft.  Bragg  MHC  ($217).  Again,  sampling  error  is  a possible  cause  of  this  difference. 

The  reader  may  find  yet  other  examples  of  disparaties  in  MHC  between  seemingly  simi- 
lar installations. 

To  eliminate,  or  at  least  reduce,  the  effect  of  these  possible  sampling  errors,  in- 
stallations may  be  grouped  into  categories  and  adjustments  made  at  each  Installation 
according  to  the  category  into  which  the  installation  falls.  Two  possible  groupings  suggest 
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themselves.  One  is  to  establish  categories  on  the  basis  of  absolute  dollar  differences 
in  MHC,  and  the  other  is  to  establish  categories  on  the  basis  of  percent  differences  in 
MHC.  If  categorization  is  by  absolute  dollar  differences  in  MHC,  the  number  of  cate- 
gories will  grow  over  time  if  inflation  occurs  and  housing  costs  rise.  If  it  is  desired 
that  the  number  of  categories  not  increase  after  the  Implementation  of  the  plan,  a cate- 
gorization based  upon  percentage  changes  in  MHC  is  preferable. 

On  the  assumption  that  a categorization  procedure  based  on  percentage  changes  in 
the  MHC  index  is  to  be  used,  we  now  consider  various  categorization  procedures . The 
basic  issue  is,  how  many  categories  there  should  be.  Several  criteria  govern  how  many 
categories  are  preferable.  First,  the  fewer  categories  there  are  (and,  consequently, 
the  larger  the  range  on  which  each  category  is  based),  the  administratively  simpler  the 
plan  will  be.  Second,  the  categories  should  be  established  on  the  basis  of  what  are  felt 
to  be  significant  real  differences  in  MHC.  Too  narrow  a range  on  the  categories  will 
result  in  different  VHAs  being  paid  at  different  installations,  even  though  the  differences 
in  MHC  are  "unimportant."  On  the  other  hand,  the  ranges  should  not  be  so  broad  that 
installations  with  very  dissimilar  housing  costs  are  placed  in  the  same  category.  Judgments 
will  need  to  be  made  as  to  what  constitutes  an  "important"  difference  in  housing  costs. 

Third,  the  fewer  the  categories  there  are,  the  greater  will  be  the  likelihood  that  an  in- 
stallation falls  into  the  category  in  which  it  "really"  belongs.  That  is,  the  chance  that 
sampling  errors  will  result  in  an  installation  being  misplaced  is  reduced. 

These  criteria  suggest  that  the  number  of  categories  should  be  as  small  as  possible 
consistent  with  judgment  as  to  what  constitutes  "important"  changes  in  housing  costs.  We 
have  construgted  three  alternative  categorizations,  which  are  based  upon  5 percent,  10 
percent,  and  15  percent  increments  in  the  all  personnel  MHC  index.  These  three  plans 
are  presented  in  tables  11,  12,  and  13.  The  tables  provide  the  number  of  categories  ge- 
nerated by  each  plan,  the  range  on  MHC  and  the  MHC  index  in  each  caterary,  and  the  per- 
centage of  CONUS  personnel  who  are  estimated  to  fall  in  each  category.^ 


iThe  percentage  of  personnel  in  each  category  is  actually  the  percentage  of  personnel 
at  the  118  installations  (with  known  HCIs)  which  fall  into  the  category.  The  personnel 
at  these  118  Installations  comprise  74  percent  of  the  June  30,  1975  CONUS  force.  It  is 
unlikely  that  these  distributions  wlii  be  altered  significantly  when  the  HCIs  of  all  in- 
stallations become  available. 


TABLE  11 


A VHA  PLAN  WHERE  INSTALLATIONS  ARE  GROUPED  ON  THE  BASIS  OF 
FIVE  PERCENT  INCREMENTS  IN  ALL  PERSONNEL  MHC  INDEX 


• Category 

MHC  index 

Range 
on  MHC 

Percent  of 
personnel 

120  8 above 

265  8 above 

1.19 

: 2 

1 

115-119 

254-269 

3.94 

3 

110-114 

243-253 

6.35 

4 

105-109 

235-242 

19.83 

5 

i 

100-104 

221-231 

18.29 

1 

6 

95-99 

209.220 

11.03 

7 

90-95 

199-208 

16.37 

; 8 

85-89 

187-198 

12.49 

9 

80-84 

178-186 

7.23 

10 

75-79 

177  8 below 

3.27 

TABLE  12 

A VHA  PLAN  WHERE  INSTALLATIONS  ARE  GROUPED  ON  THE  BASIS  OF 


TEN 

PERCENT  INCREMENTS 

IN  ALL  PERSONNEL  MHC 

INDEX 

Range 

Percent  of 

Category 

MHC  index 

on  MHC 

personnel 

1 

120  8 above 

265  8 above 

1.19 

2 

110-119 

243-262 

10.30 

, 3 

100-109 

221-241 

38.12 

4 

j 

90-99 

199-220 

27.40 

5 

80-89 

178-198 

19.72 

6 

70-79 

177  8 below 

3.27 

TABLE  13 


A VHA  PLAN  WHERE  INSTALLATIONS  ARE  GROUPED  ON  THE  BASTS  OF 
FIFTEEN  PERCENT  INCREMENTS  IN  THE  ALL  PERSONNEL  MHC  INDEX 


Category 

MHC  index 

Range 
on  MHC 

Percent  of 
personnel 

1 

115  & above 

253  & above 

5.13 

2 

100  - 114 

221  - 252 

44.48 

3 

85  - 99 

187  - 220 

39.89 

4 

84  & below 

186  & below 

10.50 

Looking  at  the  plans  in  tables  11,  12,  and  13,  the  range  on  MHC  within  each  of  the 
categories  is  (approximately)  $10  in  the  5 percent  increment,  $20  in  the  10  percent 
increment,  and  $30  in  the  15  percent  increment  categorizations.  We  feel  that  the  grouping 
based  upon  5 percent  changes  in  the  MHC  index  is  too  narrow.  There  are  10  categories 
here  and  some  installations  are  likely  to  be  "misplaced"  (i.e.,  be  in  categories  other 
than  the  one  in  which  they  should  truly  be  if  MHC  were  known  without  error).  In  addition , 
only  a $5  change  is  required,  on  average,  to  move  installations  from  one  category  to 
another.  Such  small  differences  in  monthly  housing  costs  are  too  small  . i distinguish 
between. 

A categorization  based  upon  either  10  percent  of  15  percent  changes  in  the  MHC  index 
is  preferable.  First,  the  number  of  categories  is  reasonably  small,  6 in  the  former  case 
and  4 in  the  latter  case.  Second,  the  categories  are  sufficiently  broad  that  the  likelihood 
of  "misplacing"  installations  is  small.  Third,  categories  are  established  on  the  basis 
of  "important"  changes  in  housing  costs.  That  is,  an  installation's  MHC  would  have  to 
change  by  $10  or  $15,  on  average,  for  it  to  move  from  one  category  to  another.  Smaller 
changes  in  MHC  would  not  induce  movement. 

A categorization  which  has  larger  than  15  percent  ranges  in  each  category  is  probably 
too  broad.  There  is  little  saving  in  terms  of  reducing  the  number  of  categories  below  the 
number  based  upon  15  percent  incremerits  in  MHC  index.  More  Important,  installations 
which  appear  to  be  very  dissimilar  in  terms  of  MHC  will  be  lumped  together  here. 

The  category  that  each  CONUS  installation  would  fall  into  under  the  10  percent,  and 
15  percent  increment  plans  is  provided  in  appendix  B.  When  an  Installation's  HCI  is 
unknown,  we  "estimate"  the  category  into  which  it  is  likely  to  fall.  By  looking  at  the  known 
HCIs  of  Installations  in  similar  geographic  proximity  together  with  information  on  the 
population  density  of  the  area.  A categorization  of  installations  under  the  5 percent 
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increment  plan  is  not  provided  because  estimating  the  exact  category  that  each  installa  - 
tion  with  an  unknown  HCI  would  fall  into  is  too  speculative  to  be  worth  the  effort.  Housing 
cost  data  at  the  omitted  installations  are  necessary  if  the  5 percent  plan  is  selected. 

One  policy  consideration  is  separate  treatment  of  officers  and  enlisted  personnel. 
Using  the  three  categorizations  of  installations  above,  which  are  based  on  the  all  per- 
sonnel MHC  index,  we  computed  the  following  items  separately  for  officers  and  enlisted 
personnel:  (1)  average  MHC,  (2)  average  MHC/BAQ,  and  (3)  average  MHC /RMC.  In 
addition,  the  frequency  distributions  of  officers  and  enlisted  personnel  across  categories 
in  the  three  categorizations  were  tabulated.  Tables  14  and  15  present  these  items  for 
officers  and  enlisted  personnel.  There  are  significant  differences  in  the  distribution  of 
officers  and  enlisted  personnel  across  categories  in  the  different  categorizations.  Larger 
percentages  of  officers  are  located  in  the  higher  categories  (higher  housing  cost  areas). 


ALTERNATIVE  VHA  ADJUSTMENTS 

The  question  of  what  should  be  adjusted  is  more  difficult.  Under  the  current  pays 
and  allowances  system,  the  likely  basis  for  implementing  a VHA  is  BAQ.  That  is,  a 
VHA  could  be  appended  to  the  current  system  by  categorizing  installations  and  establish- 
ing VHA  rates  such  that  these  rates  plus  BAQ  cover  the  median  housing  costs  in  each 
category  of  Installations.  An  alternative  method  would  be  to  base  the  VHA  on  some  frac- 
tion of  RMC  (e.g.,  .20)  rather  than  BAQ.  In  this  system,  installations  would  be  categorized 
and  the  VHA  in  dollars  would  be  the  difference  between  MHC  in  each  category  and  b (RMC) 
where  b is  the  chosen  fractional  basis  of  RMC  (e.g..  .20).  If  a salary  system  rather  than 
the  current  pays  and  allowances  system  were  in  effect,  a VHA  would  have  to  be  based  on 
some  fraction  of  salary,  for  in  this  system  there  would  be  no  separate  allowance  such  as 
BAQ  on  which  to  base  the  adjustment. 


^ Appendix  C provides  a listing  of  the  CONUS  installations  for  which  no  housing  cost 
data  were  available. 

2 We  used  the  all  personnel  index  to  categorize  installations.  If  the  enlisted  personnel 
and  officers  were  categorized  on  the  basis  of  their  own  MHC  indexes,  there  would  be 
cases  in  which  a given  installation  would  fall  into  different  categories  in  the  officers  and 
enlisted  categorizations.  We  felt  that  it  was  better  to  impose  the  restriction  that  officers 
and  enlisted  personnel  at  a given  installation  fall  into  the  same  category,  even  if,  within 
categories,  officers  and  enlisted  personnel  receive  different  adjustments. 


TABLE  14 


II 


AVERAGE  OFFICER  MHC,  MHC/BAQ,  AND  MHC/RMC 
ALTERNATIVE  CATEGORIZATIONS 


Category 

Average 

MHC 

MHC/BAQ 

MHC/RMC 

Percent  of 
personnel 

Categorization  A 

1 

432 

2.06 

.270 

3.98 

2 

410 

1.96 

.256 

10.89 

3 

386 

1.84 

.241 

5.12 

4 

368 

1.76 

.230 

11.38 

5 

355 

1.69 

.222 

21.17 

6 

339 

1.61 

.211 

12.43 

1 

7 

319 

1.51 

.198 

14.56 

8 

310 

1.48 

.193 

10.76 

i 9 

300 

1.45 

.187 

8.35 

10 

260 

1.24 

.162 

1.35 

Categorization  B 

1 

432 

2.06 

. 270 

3.98 

2 

394 

1.88 

.246 

16.01 

3 

374 

1.78 

.233 

32.46 

4 

324 

1.54 

. 202 

27.01 

5 

308 

1.47 

.192 

19.11 

6 

260 

1.24 

.162 

1.35 

Categorization  C 

1 

422 

2.01 

.263 

14.87 

2 

376 

1.79 

.235 

37.58 

3 

319 

1.52 

.199 

37.85 

4 

1 1 
! 

288 

1.37 

.180 

9.70 

i 

1 
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AVERAGE  ENLISTED  MHC,  MUC/BAQ,  AND  MHC/RMC 
ALTERNATIVE  CATEGORIZATIONS 


Category 

Average 

MHC 

MHC/BAQ 

MHC/RMC 

Percent  of 
personnel 

Categorization 

A 

1 

239 

1.73 

.299 

.77 

2 

234 

1.70 

.293 

2.87 

3 

224 

1.62 

.281 

6.55 

4 

214 

1.55 

.268 

14.78 

S 

204 

1.48 

.255 

24.20 

6 

195 

1.41 

.244 

10.79 

7 

184 

1.33 

.230 

16.62 

8 

173 

1.25 

.217 

12.74 

9 

164 

1.19 

.205 

7.06 

10 

153 

1.11 

.192 

3.56 

Categorization 

B 

1 

239 

1.73 

. 299 

.77 

2 

229 

1.66 

.287 

9.42 

3 

209 

1.51 

.262 

38.93 

4 

190 

1.37 

.238 

27.41 

5 

170 

1.23 

.213 

19.80 

6 

153 

1.11 

.192 

3.56 

Categorization 

C 

1 

234 

1.70 

. 293 

3.64 

2 

211 

1.53 

.265 

45.53 

3 

184 

1.33 

. 231 

40.15 

4 

161 

1.17 

.202 

10.62 

I 


i 
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In  the  context  of  the  current  pays  and  allowances  system,  introducing  the  VHA  using 
BAQ  as  the  basis  has  two  merits.  First,  there  is  a belief  among  military  personnel  that 
BAQ  should  cover  housing  costs,  but  in  fact  it  does  not.  A system  where  VHA  plus  BAQ 
covers  housing  costs  would  achieve  this  goal.  Second,  under  consideration  by  the  QRMC 
is  a policy  of  charging  a fair  market  rental  value  for  military  housing.  If  a VHA  were 
Implemented  and  the  "price"  of  military  housing  were  BAQ  plus  the  VHA,  the  goal  of 
charging  a fair  market  rental  for  such  housing  could  be  achieved. 

Under  the  current  system,  basing  a VHA  on  BAQ  has  the  difficulty  that  BAQ  is  a 
rather  small  share  of  RMC,  16.2  for  all  personnel  (see  table  4).  Some  people  have 
argued  that  there  are  more  "housing  dollars"  currently  being  provided  in  RMC  than 
are  reflected  in  current  BAQ  rates.  Their  arguments  are  considered  below  when  several 
VHA  plans  are  discussed. 

Another  problem  is  the  choice  of  the  proper  basis  for  a VHA  which  has  to  do  with 
the  question  of  separate  treatment  of  officers  and  enlisted  personnel.  As  may  be  seen 
from  table  4,  MHC/BAQ  is  higher  for  officers  than  enlisted  personnel.  However,  MHC 
as  a fraction  of  RMC  is  higher  for  enlisted  personnel.  If  a plan  which  uses  BAQ  as  a 
basis  is  implemented  and  officers  and  enlisted  personnel  each  receive  separate  VHA  ad- 
justments based  on  their  own  BAQ  rates,  officers  will  receive  a larger  VHA  supplement 
(relative  to  BAQ)  than  enlisted  personnel.  However,  if  some  fraction  of  RMC  (salary) 
serves  as  the  basis,  and  officers  and  enlisted  personnel  each  receive  a VHA  payment 
which,  in  percentage  terms,  is  the  percentage  excess  of  monthly  housing  costs  over  some 
specified  portion  of  RMC  (salary),  enlisted  personnel  will  receive  a proportionately  larg- 
er VHA  than  officers  (unless  the  specified  fraction  is  lower  for  officers  than  enlisted 
personnel) . 1 

We  now  present  six  prototype  VHA  plans,  three  of  which  use  BAQ  or  some  other 
measure  of  the  housing  dollars  available  in  RMC  as  a basis,  and  three  of  which  use  a 
pre-selected  fraction  of  RMC  ( .20  is  assumed  for  illustrative  purposes)  as  a basis. 
Installations  are  grouped  into  categories  based  on  5,  10 , or  15  percent  increments  in 
the  all  personnel  MHC  index  and  then  the  required  VHA  adjustment  factor  is  computed 
for  the  installations  in  each  category.  The  separate  adjustments  that  officers  and  en- 
listed personnel  would  receive  are  presented.  In  the  following  section,  cost  estimates 
of  the  various  plans  are  provided. 


^ If  it  is  determined  that  the  "appropriate  fraction"  on  which  to  base  a VHA  is  the 
fraction  of  income  that  comparable  income  classes  of  civilians  spend  on  housing,  the  frac- 
tion would  be  set  lower  for  officers  than  enlisted  personnel. 
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Before  analyzing  these  plans,  we  return  to  a problem  mentioned  above,  namely  that 
current  BAQ  rates  may  understate  the  total  housing  dollars  provided  in  RMC.  It  can 
be  argued  that  this  is  true  for  two  reasons:  (1)  there  is  a tax  advantage  that  accrues  to 
the  individual  because  of  the  non -taxability  of  BAQ,  and  at  least  some  portion  of  this 
tax  advantage  should  be  counted  as  housing  dollars,  and  (2)  some  of  the  1971,  1972, 
and  1973  pay  raises,  all  of  which  raised  only  Base  Pay,  were  intended  to  cover  rising 
housing  costs.  Table  16  shows  the  dollars  associated  with  housing  in  January  1975  RMC 
under  alternative  assumptions  as  to  how  the  tax  advantage  is  computed  and  whether  or 
not  part  of  the  1971-73  pay  raises  are  considered  dollars  associated  with  housing.  Table 
17  shows,  for  officers,  enlisted  personnel,  and  all  personnel,  respectively,  the  share 
of  housing  dollars  in  RMC  under  various  assumptions  about  how  these  dollars  should 
be  computed.  These  shares  will  be  useful  in  deciding  what  fractional  portion  of  RMC  is 
the  fair  and  appropriate  measure  to  be  used  under  a salary  system. 

TABIE  16 

DOl  URS  IN  MARRirn  RM(.  A^SOCIAint)  WITH  MOUSIKC, 

UNDIR  ALTLKNATIVC  ASSUMPTIONS 


Rank 

HD  1 

HD  2 

IIP  5 

HD  4 

HD  5 

KD  6 

06 

272.70 

41S.88 

483.51 

546.24 

402.58 

306.77 

OS 

2S2.Q0 

5S4. 14 

411.56 

307.24 

357.05 

283.68 

04 

227.40 

504.79 

5S4. 21 

270.50 

314.15 

256.73 

OS 

206.40 

269.55 

315.00 

242.40 

280.17 

232.66 

02 

IBS. 40 

250.62 

268.01 

214.51 

249.06 

210.00 

01 

149.40 

180.25 

209. 4S 

169.18 

196.61 

172.98 

Officer 

Average 

209.60 

278. IS 

525.25 

248.45 

288.16 

237.07 

EB 

1B1.60 

22S. 9S 

262. 58 

207.09 

240.67 

206.40 

B7 

170.40 

204.79 

238.00 

192.59 

223.82 

194.14 

£6 

1SB.40 

189.19 

219.46 

175.77 

204.26 

111.38 

ES 

146.40 

176.41 

205.01 

162.25 

188.60 

168.53 

E4 

128.10 

1S4.93 

180. OS 

142.15 

16S.17 

150.24 

ES 

110.70 

155.12 

154.70 

122.17 

141.98 

126.67 

Enlisted 

Average 

157. 9S 

166.20 

293.09 

153.31 

278.1  7 

159.07 

All 

Personnel 

147.70 

181.45 

210.46 

166.2$ 

193.15 

169.69 

SOURCE:  QRI^IC 


DEFINITIONS; 

HD  1 • Janujry  197S  RAQ  rates 

f(D  2 • HD  1 plus  («x  edvantagc  computed  at  marginal  tax  rates 

NO  2 * HD  2 plus  adjustment  to  reflect  what  FAQ  would  have  been  if  BAQ 

had  risen  at  sane  rate  as  Basic  Pay  between  1971  and  1974 

HD  4 • IIP  1 plus  tax  advantage  evaluated  at  average  tax  rates 

HD  S * HD  4 plus  pay  raise  factor  as  in  MO  S 

110  6 • what  BAQ  would  have  been  in  January  1075  had  1971  BAQ  rates 

grown  at  s.^me  rate  ns  ti.i  >c  Pay  between  1971  and  197S  (r.o 
Imputed  tax  advantage  here) 
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TABLE  17 


THE  SHARE  OF  HOUSING  DOLLARS  IN  RMC 
ALTERNATIVE  DEFINITIONS^ 


HD  1 

HD  2 

HD  3 

HD  4 

HD  5 

HD  6 

Officer 

.131 

.174 

.202 

.155 

.180 

.148 

Enlisted 

.173 

.208 

.242 

.192 

.224 

.200 

All  personnel 

.162 

.200 

.232 

.183 

.213 

.187 

Computed  from  table  16  and  table  3. 

Let  us  now  present  the  plans  based  on  BAQ  or  one  of  the  other  measures  of  housing 
dollars  in  RMC.  For  each  plan  and  each  measure  of  housing  dollars,  the  VHA  adjustment 
factor  for  each  category  of  installations  is  (MHC  - HD)/HD,  where  HD  is  the  given  measure 
of  housing  dollars  and  MHC  is  the  average  MHC  for  the  given  category.  This  adjustment 
factor  when  multiplied  by  the  given  measure  of  housing  dollars,  gives  the  VHA  required  to 
equalize  housing  costs  and  housing  dollars  for  the  given  category  of  installations.  Table 
18  presents  the  adjustment  factors  under  the  assumption  that  all  personnel  will  receive 
the  same  adjustment.  These  adjustment  factors  are  based  on  the  all  personnel  MHC  and 
all  personnel  housing  dollars.  Tables  19  and  20  present  separate  adjustment  factors  for 
officers  and  enlisted  personnel  where  the  adjustment  factors  for  each  group  are  based  on 
that  group's  MHC  and  that  group's  housing  dollars. 

Let  us  examine  the  plan  based  upon  10  percent  increments  in  the  all  personnel  MHC 
index.  Assume  that  officers  and  enlisted  personnel  are  to  be  treated  separately.  From 
table  19  it  is  seen  that,  using  the  HD  1 measure  of  housing  dollars,  officers  at  installations 
in  category  1 require  a VHA  which  is  equal  to  1.06  times  HD  1 (January  1975  BAQ)  to 
equalize  housing  costs  with  housing  dollars.  From  table  20,  the  enlisted  personnel  at  the 
category  1 installations  require  a VHA  equal  to  .73  times  HD  1 (January  1975  BAQ)  to 
equalize  housing  costs  and  housing  dollars.  The  adjustment  factors  for  other  categories 
and  plans  and  measures  of  housing  dollars  may  be  interpreted  similarly. 

What  measure  of  housing  dollars  is  the  most  appropriate?  While  this  question  can- 
not be  answered  definitively,  we  suggest  that  the  HD  2 or  HD  4 measures  yield  the  housing 
dollars  that,  as  a proportion  of  RMC,  are  closer  to  the  dollars  that  comparable  civilian 
income  classes  actually  spend  on  housing  than  the  other  measures.  For  example,  the 
HD  2 measure  of  housing  dollars  is  .174  percent  of  officer  RMC  and  . 208  percent  of  enlisted 
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TABLE  18 

VHA  ADJUSTMENT  FACTORS  FOR  ALL  PERSONNEL, 
VARIOUS  MEASURES  OF  HOUSING  DOLLARS 


Category 

HD  1 

HD  2 

HD  3 

HD  4 

HD  5 

HD  6 

51  Categorization 

1 

.79 

.46 

.26 

.59 

.37 

.54 

2 

.75 

.43 

.23 

.56 

.34 

.50 

3 

.68 

.37 

.18 

.49 

.29 

.44 

4 

.60 

.31 

.13 

.43 

.23 

.38 

5 

.53 

.25 

.07 

.36 

.17 

.32 

6 

.45 

.18 

0 

.29 

.11 

.27 

7 

.38 

.12 

0 

.23 

.06 

.19 

8 

.30 

.07 

0 

.17 

0 

.13 

9 

.23 

0 

0 

.09 

0 

.06 

10 

.16 

0 

0 

0 

0 

0 

101 

Categorizat ion 

1 

.79 

.46 

.26 

.59 

.37 

.55 

2 

.71 

.38 

.19 

.51 

.30 

.47 

3 

. 56 

.27 

.10 

.39 

.20 

.35 

4 

.42 

.15 

0 

.26 

.08 

.22 

5 

.27 

.04 

0 

.13 

0 

.10 

6 

.16 

0 

0 

0 

0 

0 

151 

Categorization 

1 

.76 

.43 

.24 

.56 

.35 

.51 

2 

.60 

.30 

.12 

.42 

.22 

.37 

3 

.38 

.12 

0 

.22 

0 

.18 

4 

.19 

0 

0 

0 

0 

0 
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VHA  ADJUSTMENT  FACTORS  FOR  OFFICERS, 

VARIOUS  MEASURES  OF  HOUSING  DOLLARS 


Category 

HD  1 

HD  2 

HD  3 

HD  4 

HD  5 

HD  6 

SI  Categorization 

1 

1.06 

. 55 

.34 

.74 

.50 

.82 

2 

.96 

.47 

.27 

.65 

.42 

.73 

3 

.84 

.39 

.19 

.55 

.34 

.62 

i ' 

.76 

.32 

.14 

.48 

.28 

.55  t 1 

5 

.69 

. 27 

.10 

.43 

.23 

.50  1 

6 

.61 

.22 

.05 

.36 

.18 

.34 

7 

.51 

.14 

0 

.28 

.10 

.34  i 

r 

I 8 

.48 

.11 

0 

. 25 

.07 

.31 

1 9 

.43 

.08 

0 

. 20 

.04 

• 27 

' 10 

.24 

0 

0 

. 05 

0 

.10 

I 


TABLE  20 

VHA  ADJUSTMENT  FACTORS  FOR  ENLISTED  PERSONNEL, 
VARIOUS  MEASURES  OF  HOUSING  DOLURS 


Cateuory 

HD  1 

HD  2 

HD  3 

HD  4 

HD  5 

HD  6 I 

51  Categorization 

^ ■] 

1 

.73 

.44 

.24 

.55 

.34 

.50 

2 

.70 

.41 

.21 

.52 

.31 

.47  ^ 

3 

.62 

.35 

.16 

.46 

.26 

.41 

1 , 

4 

.55 

.29 

.11 

.40 

.20 

.35  ' 

5 

.48 

.23 

. 06 

.33 

.14 

.28 

6 

.41 

.17 

0 

.27 

.10 

.22 

7 

.33 

.10 

0 

. 20 

. 03 

.16 

8 

.25 

.04 

0 

.13 

0 

.09 

9 

.19 

0 

0 

.07 

0 

.03 

10 

.11 

0 

0 

0 

0 

0 i 

10% 

Categorization 

1 

.73 

.44 

.23 

.55 

.34 

.50 

2 

.66 

.38 

.19 

.49 

.29 

.44 

3 

.51 

.26 

.08 

.36 

.17 

.31 

4 

.37 

.17 

0 

.24 

.07 

.19 

1 

5 

.23 

.02 

0 

.11 

0 

1 ‘ 

.07 

6 

.11 

0 

0 

0 

0 

0 ' 

151 

Categorization 

1 

.70 

.40 

. 21 

.53 

.31 

.47  I 

2 

.53 

.27 

.09 

.38 

.18 

.33 

3 

.33 

.10 

0 

.20 

.03 

.16 

4 

.17 

0 

0 

.05 

0 

0 ; 

RMC.  Civilian  families  with  incomes  comparable  to  the  average  officer  RMC  spend 
between  11.3  and  14  percent  of  income  on  housing  whereas  civilian  families  with  incomes 
comparable  to  the  average  enlisted  RMC  spend  between  19.5  and  20  percent  of  RMC  on 
housing.  The  HD  2 measure  of  housing  dollars  thus  gives  amounts  which  are  slightly 
higher  than  what  similar  civilian  families  spend  on  housing.  However,  RMC  understates 
somewhat  total  military  family  income,  and  we  suspect  that  if  this  total  Income  could  be 
observed,  the  HD  2 measure  of  housing  dollars  would  be  very  close  to  what  comparable 
civilian  groups  spend  on  housing. 

The  HD  1 measure  of  housing  dollars,  current  BAQ  rates,  as  a proportion  of  RMC  is 
lower  than  what  comparable  civilian  income  groups  spend  on  housing  in  spite  of  the  fact 
that  RMC  understates  military  family  income.  We  feel,  therefore,  that  current  BAQ 
rates  are  too  low  a base  from  which  to  implement  a VHA . On  the  other  hand,  the  HD  3 
and  HD  5 measures  of  housing  dollars  appear  to  overstate  available  housing  dollars.  Even 
if  total  military  family  income  were  observable,  we  suspect  that  these  measures  of  hous- 
ing dollars,  as  a proportion  of  income,  would  yield  ratios  which  are  higher  than  the  share 
of  housing  in  civilian  family  budgets.  Data  on  total  military  family  income  would  allow  us 
to  verify  this  hypothesis. 

One  more  point  about  these  prototype  plans  may  be  noted.  If  a plan  is  based  on  HD  1 
(1974  BAQ  rates)  and  the  VHA  is  a non-taxable  allowance,  the  VHA  plan  will  equalize  the 
after-tax  dollars  available  for  housing  for  personnel  in  different  geographic  areas.  But, 
if  the  plan  is  based  on  one  of  the  other,  more  stringent  measures  of  housing  dollars,  the 
plan  will  not  completely  equalize  after-tax  housing  dollars  (even  if  the  VHA  is  non-tax- 
able)  since  some  of  these  dollars  are  taxable. 

Now  let  us  turn  to  plans  which  are  based  on  some  fraction  of  RMC  or  salary  rather 
than  some  measure  of  housing  dollars.  In  these  plans  the  VHA  adjustment  factor  is 
defined  as, 

(MHC^  - bRMC) 

’'i  ^ RMC 

where:  b = base  fraction 

MHC^  = MHC  at  ith  category  of  installations 

The  VHA  adjustment  factor  is  simply  the  percentage  excess  of  MHC  over  some  base 
fraction  of  RMC  (or  salary  in  a salary  system).  The  base  fraction  of  RMC  (or  salary) 
is  the  fraction  of  RMC  associated  with  housing  as  previously  defined.  The  amount  of  VHA 
is  simply  x RMC . Assuming  b = . 20,  table  21  presents  k^  for  officers  and  enlisted 
under  the  3 alternative  categorizations  of  installations . 

Under  the  10%  categorization  plan,  officers  at  installations  in  category  I would 
receive  a VHA  equal  to  7 percent  of  RMC,  wheras  enlisted  personnel  at  the  same  installa- 
tions would  receive  a VHA  equal  to  9.9  percent  of  RMC.  The  adjustment  factors  for  other 
categories  and  categorizations  may  be  interpreted  similarly. 
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TABLE  21 


f 

f 


RMC  ADJUSTMENT  FACTORS  BASED  ON  VHA  PLAN 
WHOSE  BASE  IS  20  PERCENT  OF  PJIC 


Category  Officers  Enlisted 


5%  Categorization 


1 

.07  0 

.099 

2 

.056 

.093 

h 

3 

.041 

.081 

f 

4 

.030 

.068 

5 

.022 

.055 

6 

0 

.044 

7 

0 

.030 

8 

0 

.017 

9 

0 

0 

10 

0 

0 

lot  Categorization 

1 

. 070 

.099 

2 

.046 

. 087 

3 

.033 

.062 

4 

0 

.038 

S 

0 

.013 

6 

0 

0 

15t  Categorization 

1 

.063 

.093 

•2 

.035 

.065  , 

, 

3 

0 

.031  ! 

4 

0 

0 ! 

The  adjustment  factors  presented  in  table  21  presume  that  the  basis  for  adjustment , 
.20  X RMC,  is  the  same  for  both  officers  and  enlisted  personnel.  Other  adjustment 
factors  for  officers  and  enlisted  personnel  which  are  based  on  a different  fraction  of  RMC 
could  be  easily  derived.  We  have  not  presented  such  plans  here  for  the  sake  of  brevity. 

In  the  current  pays  and  allowances  system,  the  VHA  would  probably  be  a tax  free 
allowance,  whereas  in  a salary  system  it  could  be  taxable.  Comparison  of  a VHA  under 
the  two  systems  is  complicated  slig^itly  by  the  difference  in  tax  treatment.  However,  we 
may  easily  derive  the  VHA  dollars  that  must  be  paid  under  each  system  in  order  for  the 
after-tax  VHA  dollars  to  be  identical.  Assume  that  RMC  under  the  pays  and  allowances 
system  is  the  same  as  salary  (S)  under  a salary  system.  Assume  the  VHA  is  based  upon 
20  percent  of  either  RMC  or  S.  In  addition,  assume  a proportional  Income  tax  rate  t.l 

Etefine  k , 1 as  the  VHA  adjustment  factor  at  the  1th  category  of  installations  under  a pays 
P 

and  allowances  system  and  K , i as  the  VHA  adjustment  factor  at  the  i^  category  under 

a salary  system.  The  after-tax  VHA  dollars  available  to  individuals  at  the  1th  category 
under  each  system  are, 

VHA  ,1  = k , i ( MHC  - .20  RMC  ) 

P P 

VHA  , i = k , i ( 1 - t ) ( MHC  - . 2 S ) 
s s ' 

Since  RMC  = S,  k^,  i must  equal  k^ , i/(l  - t)  in  order  for  VHA^,  i to  equal  VHA^,  i. 

Let  us  give  a simple  example.  Suppose  RMC  = S = $1,  000  per  month.  The  base 
for  the  VHA  is  .2  RMC  = .2  S = $200  per  month.  Suppose  also  that  MHC  = $250  per 
month,  so  that  housing  costs  exceed  the  dollars  available  for  housing  by  $50  per  month. 
Under  a pays  and  allowances  system,  the  VHA  adjustment  factor,  kp,  i,  is  simply 
.05  RMC  = $50  per  month.  Under  a salary  system  the  adjustment  factor  k , i required  to 
provide  the  individual  with  $50  of  after-tax  VHA  is  ^ 

.05  _ $50 

(1  - t)  * ^ ■ (1  - t) 

Thus,  if  the  tax  rate  is  . 2, 

k ,i  = = $62.50. 

S • o 


^ Under  a progressive  tax  system,  t would  be  the  marginal  tax  rate. 


-42 


The  simple  result,  then,  is  that  before-tax  the  VHA  dollars  that  must  be  paid  under 
the  salary  system  to  equal  the  VHA  dollars  paid  under  the  pays  and  allowances  exceed 
these  latter  dollars  by  a factor  of  (1/1  - t) . These  same  conclusions  would  hold  if  one 
were  constrasting  a non-taxable  VHA  allowance  with  a fully  taxable  allowance. 

COST  OF  ALTERNATIVE  VHA  PLANS 

This  section  estimates  the  costs  of  the  alternative  VHA  plans  presented  above. 

Before  presenting  these  estimates,  a few  words  must  be  said  about  the  method  by 
which  a VHA  plan  will  be  implemented.  The  discussion  here  presumes  that  the  VHA 
will  be  introduced  into  the  current  system  as  a separate  allowance . 

If  the  VHA  becomes  an  additional  allowance,  it  probably  cannot  be  implemented  in 
such  a manner  that  total  pays  and  allowances  are  held  constant.  The  plan  will  not  be 
implemented  by  giving  a VHA  to  personnel  at  installations  where  housing  costs  exceed  the 
VHA  base  and  lowering  one  of  the  pays  or  allowances,  say  BAQ,  at  installations  where 
housing  costs  fall  below  the  VHA  base.  ‘ r 

If  the  VHA  is  introduced  as  a new  allowance  with  other  components  of  pay  un- 
changed, the  VHA  may  have  a substantial  budgetary  impact.  The  budgetary  impact  will 
depend  upon  whether  the  introduction  of  a VHA  affects  the  total  amount  of  future  pay 
raises . If  the  VHA  is  integrated  into  future  pay  raises  such  that  the  total  amount  of  these 
raises  is  not  affected  then  the  costs  estimated  below  will  be  more  apparent  than  real. 

We  calculated  the  annual  costs  of  alternative  VHA  plans . Our  estimate  of  the  annual 
cost  of  a plan  based  on  BAQ,  or  HDl,  is  $635  million.  Plans  based  on  other  more  strin- 
gent measures  of  housing  dollars  would  cost  less.  For  illustrative  purposes  we  will 
walk  the  reader  step  by  step  through  the  calculation  of  the  cost  of  the  plan  based  on  BAQ. 

The  costs  of  other  plans  are  derived  similarly. 

Table  22  provides  the  data  used  to  calculate  the  cost  of  the  plan  based  on  BAQ.  The 
first  step  was  to  calculate  the  CONUS  average  VHA  adjustment  factor  by  summing  over 
the  categories  of  installations,  the  product  of  the  percentage  of  personnel  in  each  category 
and  the  VHA  adjustment  factor  for  the  category.  ^ The  resulting  CONUS  average  adjust- 
ment factor  was  .67  for  officers  and  .41  for  enlisted  personnel.  The  reader  is  reminded 
that  these  factors  are  based  on  housing  costs  of  married  personnel . We  assume  that  in 
the  absence  of  data  on  single  personnel  the  adjustment  factor  will  be  the  same  for  both. 

Next,  for  each  officer -enlisted-marital  status  cell,  average  BAQ  was  multiplied  by  the 
average  adjustment  factor  to  give  the  CONUS  average  annual  CONUS  VHA  per  capita . 


^ We  calculated  the  average  VHA  adjustment  factor  under  the  5%,  10%,  and  15%  categoriza- 
tions and  they  were  virtually  the  same  in  all  three  cases.  Hence,  the  total  cost  of  the  plan 
will  not  be  affected  by  particular  categorization  chosen . 


TABLE  22 


CALCULATION  OF  THE  COST  OF  VHA  PLAN 
WHICH  USES  BAQ  AS  THE  BASE 


Officers  Enlisted 


Married 

Single 

Married 

Single 

j 

Average  BAQ 

$209.60 

$157.70 

$137.95 

$ 91.97  : 

1 i 

I 1 

Average  adjustment 
factor 

.67 

.67 

.41 

.41 

J 

1 

I Average  monthly  VHA 

$141 

$106 

$ 57 

$ 38 

Average  annual  VHA 

$1692 

$1272 

$684 

$456 

1 

June  30,  1975  CONUS 
j force 

232,202  Officers 

1,337,128 

enlisted 

j 

World-wide  1 married 
(single) 

80.1 

19.1 

52.6 

47.4  I 

1 

* World-wide  \ drawing 

BAQ 

67.8 

53.5 

75.5 

9.7 

CONUS  force  expected 

■ to  receive  VHA 

126,103 

24,721 

531,013 

61,478 

Total  cost 

$213M  ♦ 

$ 31M 

+ $363M  + 

$ 28M  - $635M  ' 

The  next  step  was  to  estimate  the  number  of  married  and  single  CONUS  personnel  : 

who  would  receive  the  VHA . To  do  this,  we  needed  to  know  the  percentage  of  CONUS  ; 

personnel  who  are  married  or  single  and  the  percent  currently  drawing  BAQ  in  CONUS. 

These  percentages  were  not  available,  but  the  world-wide  percent  married  (single)  and 

the  world-wide  percent  drawing  BAQ  were  and  were  thus  used  in  the  calculations . The  i 

number  of  married  (single)  CONUS  personnel  who  are  expected  to  draw  a VHA  was  cal-  ; 

culated  by  multiplying  the  June  30,  1975  CONUS  force  by  1)  the  percent  married  (single)  j 

and  2)  the  percent  drawing  BAQ.  Separate  calculations  were  of  course  made  for  officers 

and  enlisted  personnel.  Finally,  the  total  cost  was  computed  by  multiplying  the  average 

annual  VHA  for  each  of  the  four  grade-marital  status  groups  by  the  CONUS  force  expected 

to  receive  the  VHA  in  each  group  and  summing  the  total  costs  for  these  4 groups. 

Below  are  the  costs  of  all  the  VHA  plans.  The  same  procedure  as  described  above  was 
used  to  derive  the  costs  of  plans  based  on  the  other  measures  of  housing  dollars  (HD  2 - 
‘ HD  6). 

' The  cost  of  a plan  whose  base  is  20  percent  or  RMC  was  made  also.  The  average 

adjustment  factor  for  officers  under  this  plan  is  2.1  percent  while  for  enlisted  personnel 
t it  is  4.4  percent  (see  table  4).  The  average  monthly  VHA  for  married  officers  is  .02 

($1600)  = $32  per  month,  while  for  single  officers  the  average  VHA  is  .02  ($1579)  = $31.58 

per  month.  The  estimated  monthly  VHA  for  married  enlisted  personnel  is  .044  ($797)  = , 


TABLE  23 

GOST  OF  ALTERNATIVE  VHA  PLANS 

Measure  of  Cost 

housing  dollars  ( In  millions  ) 


HD  1 

635 

HD  2 

321 

HD  3 

65 

HD  4 

475 

HD  5 

248 

HD  6 

441 

$35.06  and  the  amount  for  single  enlisted  personnel  is  .044  ($776)  = $34.14.  Using  the 
number  of  CONUS  personnel  expected  to  receive  the  VHA  in  table  22,  the  estimated 
cost  of  such  a plan  is  $306M.  With  the  numbers  provided,  the  costs  of  VHA  plans 
which  are  based  on  some  fraction  of  RMC  other  than  . 2 or  where  the  basis  is  different 
for  officers  and  enlisted  personnel  could  be  easily  calculated. 
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AN  EVALUATION  OF  THE  VHA  CONCEPT  AND  SUGGESTED  NEXT  STEPS 


As  discussed  above,  a VHA  can  be  Integrated  into  the  next  several  pay  raises  in 
such  a way  that  it  will  have  no  real  budgetary  impact.  Thus,  the  desirability  of  the  VHA 
need  not  hinge  on  the  matter  of  cost,  hut  it  does  hinge  on  other  questions. 

Possible  undesirable  effects  have  been  stated  previously.  The  most  frequently  men- 
tioned are  that  (1)  personnel  will  perceive  a movement  from  a high  cost-of-living  area 
to  a low  cost-of-living  area  as  a cut  in  pay  if  a VHA  is  in  effect,  and  (2)  the  VHA  is  un- 
necessary since  assignment  for  hi^  and  low  cost  areas  will  balance  out  over  the  course 
of  a military  career. 

The  first  objection  can  be  overcome  by  making  the  VHA  a separate  component  of 
compensation  and  making  evident  to  personnel  why  this  component  of  compensation 
exists.  Personnel  overseas  get  cost-of-living  adjustments  which  vary  from  area  to  area, 
and  there  is  no  evidence  that  the  interarea  variability  of  the  adjustment  has  caused  discon 
tent. 


There  is  evidence  that  CONUS  personnel  would  be  willing  to  accept  a VHA.  In  a 
recent  survey  (reference  7,  p.  C-29),  72  percent  of  respondents  said  they  would  be  at 
least  somewhat  in  favor  of  BAQ  reflecting  area  housing  costs. ^ 

The  second  point  that  is  made  against  a VHA  is  that,  over  the  course  of  a military 
career,  assignments  in  low-cost  areas  probably  balance  out  assignments  in  high  cost  areas. 
Therefore,  from  a long-run  perspective,  there  is  really  no  need  for  a VHA.  For  career 
personnel,  this  argument  may  be  true.  However,  for  the  bulk  of  one-term  or  two-term 
servicemen,  this  argument  probably  does  not  hold.  And,  since  these  personnel  are  the 
lower  ranking  enlisted  men  and  officers,  the  need  for  an  Income  supplement  in  the  high 
cost  areas  is  the  greatest.  Further,  in  some  military  occupational  specialties,  individuals 
are  assigned  only  to  certain  installations  during  the  course  of  their  military  careers. 
Therefore,  for  careerists,  the  argument  that  assignments  in  high  and  low  cost  areas  will 
balance  out  over  the  course  of  a career  will  not  hold. 

Even  if  assignments  in  low  and  high  cost  areas  balance  out  over  the  course  of  a 
career,  a VHA  may  be  beneficial.  Currently,  if  personnel  are  to  have  the  same  standard 
of  living,  regardless  of  their  duty  station,  they  must  save  while  in  low  cost  areas  in  order 
to  dissave  (and  therefore  have  the  same  living  standard),  while  in  the  high  cost  areas. 


^ However,  the  statement  of  the  question  (reference  7,  p.  A-15)  did  not  make  it  clear 
whether  the  average  level  of  total  compensation  was  to  be  held  constant  or  increased 
upon  Implementatlor.  of  the  variable  E^Q.  The  proportion  of  personnel  at  least  somewhat  in 
favor  of  a VHA  might  be  considerably  lower  if  the  implementation  of  the  plan  does  not  im- 
ply higher  average  compensation. 
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A VH\  would  allow  personnel  to  balance  consumption  and  Income  at  each  point  in 
time,  rather  than  forcing  them  to  save  in  some  periods  and  dissave  in  others.  ■ 

Therefore,  these  arguments  against  a VHA  can  be  heavily  discounted.  However, 
there  are  certain  possible  allocative  effects  which  are  uncertain.  It  is  not  known,  for 
example,  what  impact  a VHA  would  have  on  factors  such  as  retention  behavior  and 
willingness  to  accept  transfers.  There  may  be  other  allocative  effects  of  a VHA  which  are 
unknown  and  difficult  to  predict,  at  this  point. 

One  possible  allocative  effect  of  a full-fledged  GPA  which  eliminates  all  variation  in 
real  pay  is  that  it  might  generate  an  interarea  preference  problem  if  personnel  would, 
on  the  average,  rather  live  in  higher  cost  metropolitan  areas  than  lower  cost  rural  areas. 
Currently,  the  fact  that  real  compensation  is  higher  in  the  lower  cost  areas  is  a compen- 
sating differential  which  provides  an  inducement  for  personnel  to  go  willingly  to  the 
lower  cost  areas.  One  feature  of  a VHA,  as  opposed  to  full-fledged  overall  GPA,  is  that 
it  would  In  fact  eliminate  only  a fraction  of  the  interarea  difference  in  living  costs  rather 
than  the  whole  difference.  Therefore,  the  VHA  has  a built-in  mechanism  which  reduces  any 
geographic  preference  problem  which  might  arise. 

There  is  one  more  possible  allocative  effect  that  may  be  foreseen.  Proportionate- 
ly more  Army  installations  , especially  large  ones,  are  located  in  low  cost  rural  areas, 
while  proportionately  more  large  Naval  installations  are  located  in  high  cost  urban  areas. 

If  the  average  VHA  is  different  across  services  (and  it  appears  that  this  will  be  the  case), 
the  relative  payoff  to  joining  different  services  will  be  altered  by  introduction  of  VHA . By 
altering  the  average  payoff  to  be  derived  from  joining  these  two  services,  the  VHA  may 
change  the  ability  of  each  service  to  attract  new  recruits.  Wliether  this  will  be  a serious 
problem  cannot  be  determined  beforehand,  although  we  suspect  the  effect  will  be  negligible. 

If  a VHA  can  be  implemented  in  such  a way  that  it  will  not  have  overriding  undesirable 
allocative  effects,  the  primary  consideration  in  judging  the  desirability  of  the  plan  is  one 
of  equity.  Do  interarea  cost-of-living  differences  really  reflect  an  inequity  in  the  military 
compensation  system  and  should  the  government  be  concerned  with  eliminating  them  ? 

Certain  arguments  have  been  ventured  which  attempt  to  avow  or  disavow  the  existence 
of  an  equity  problem.  On  the  one  hand,  it  is  pointed  out  that  military  personnel  are  not 
free  to  migrate  from  one  geographic  area  to  another  if  they  perceive  tliat  one  income  - 
geographic  residence  combination  is  preferable  to  another  and,  therefore,  involuntary 
assignment  to  high  cost-of-living  areas  imposes  an  unfair  hardship  on  them.  From  this 
perspective,  there  is  an  equity  problem. 

On  the  other  hand,  some  argue  that,  in  the  context  of  an  all -volunteer  force,  the  fact 
that  individuals  choose  a military  career  as  opposed  to  a civilian  career  means  that  they 
perceive  that  the  monetary  and  non-monetary  benefits  from  a military  career  will  lx;  higher 
than  their  best  civilian  alternative,  regardless  of  their  duty  station.  This  view  would  hold 
that  an  equity  problem  does  not  exist. 
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Proof  of  the  existence  or  non-existence  of  an  equity  problem  probably  cannot  be 
established  analytically.  Whether  there  is  an  equity  problem  and  whether  a VHA 
(or  GPA)  should  be  Implemented  to  resolve  it  is  inherently  a value  judgment. 

We  feel  that  additional  compensation  for  personnel  assigned  to  high  cost-of-living 
areas,  such  as  Washington,  D.C.,  is  justified,  since  housing  costs  appear  to  occupy 
an  inordinately  large  share  of  the  pay  of  personnel  in  these  areas,  especially  lower-paid 
personnel.  This  is  strictly  a value  judgment  and  does  not  rest  on  any  firm  analytical 
base. 

If  it  is  decided  that  a GPA  will  be  implemented,  and  that  the  GPA  is  to  be  an  adjust- 
ment to  RMC,  we  again  reiterate  that  new  data  will  have  to  be  generated  from  price  sur- 
veys in  areas  containing  military  installations.  If,  however,  policy-makers  opt  for  a VHA, 
and  the  NAVFAC  housing  cost  data  are  to  serve  as  the  empirical  base  for  this  allowance, 
we  strongly  recommend  that  improvements  be  made  in  this  survey.  Currently,  there  are 
several  difficulties  inherent  in  the  NAVFAC  data  which  limit  their  validity  for  the  pur- 
poses of  a GPA.  The  data  are  not  collected  for  other,  more  limited  purposes,  and  they 
are  not  fully  suitable  for  use  as  the  basis  for  a GPA. 

First,  not  all  installations  are  surveyed  contemporaneously.  Some  that  were  sur- 
veyed in  earlier  years  were  not  surveyed  in  1975.  Some,  although  not  all,  installations 
will  be  surveyed  in  1976.  In  an  inflationary  world,  significant  errors  may  be  introduced 
into  the  ranking  of  Installations  by  MHC  if  installations  are  not  surveyed  at  the  same  time. 
Comparison  of  the  1975  CONUS-wide  averages  with  the  1976  CONUS-wide  averages  in- 
dicates significantly  higher  1976  averages  in  all  pay  grades.  Contemporaneous  surveys 
are  necessary  at  all  installations  if  the  ranking  of  installations  is  to  be  valid. 

Second,  there  are  other,  more  basic  problems.  As  mentioned  previously,  the  number 
of  observations  on  which  average  expenditures  by  pay  grade  are  based  is  in  many  cases  ver\’ 
small.  In  other  instances,  certain  pay  grades  are  not  represented  at  all.  However,  at- 
tempts should  be  made  to  obtain  decent  sample  sizes  whenever  possible.  Tlie  problem 
alluded  to  previously  is  that  for  pay  grades  where  MHC  averages  are  liased  on  small  num- 
bers of  observations,  the  averages  appear  to  be  subject  to  a great  deal  of  sampling  error. 
While  the  weighting  scheme  employed  earlier  to  obtain  an  overall  installation  MHC  elim- 
inates some  of  the  variation  in  MHC  due  to  sampling  error,  this  problem  can  be  reduced 
in  future  surveys  by  expanding  sample  sizes  in  the  underrepresented  pay  grades,  whenever 
possible. 

A third  problem  in  the  survey,  also  alluded  to  previously,  is  that  the  quality  and 
quantity  of  housing  is  not  held  constant.  The  indexes  we  constructed  earlier  were  not 
price  indexes.  While  economic  theory  suggests  that  the  range  on  these  constructed  in- 
dexes should  put  a lower  limit  on  the  range  of  price  indexes,  it  is  clearly  possible  to 
better  control  for  quantity  and  quality  of  housing  in  future  surveys. 
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A future  difficulty  has  to  do  with  the  incentive  of  personnel  to  overstate  housing  costs. 

Personnel  will  tend  to  overstate  housing  costs  in  the  NAVFAC  survey  if  they  realize  that 
the  results  form  the  basis  for  a V1L'\ . Some  way  of  validating  the  responses  (e.g.,  check- 
ing mortgage  or  rental  payment  records)  is  necessary.  At  a minimum,  a random  sample 
of  responses  should  be  selected  and  validated  if  a mail  survey  is  used. 

An  alternative  data  gathering  methodology  might  be  better.  Rather  than  surveying 
military'  personnel  at  all,  the  methodology  used  in  civilian  sector  price  surveys  might 
be  employed.  First,  define  a particular  grade  of  housing  (or  several  grades  of  housing) 
and  then  have  a team  of  surveyors  determine  what  this  quality  housing  costs  in  the  various 
areas  in  which  military  installations  are  located.  This  methodology’  is  employed  in  the 
Family  Budgets  COL  index  survey,  among  others.  The  approach  may  be  preferable  for 
two  reasons.  First,  measurement  errors  due  to  random  sampling  and  varying  quality 
of  housing  will  be  reduced.  Second,  because  this  method  does  not  rely  on  the  responses 
of  military  personnel,  there  would  be  no  problem  of  incentive  for  personnel  to  overstate 
what  they  spend  on  housing. 

If  policy-makers  choose  to  implement  a VllA,  we  strongly  recommend  that  the 
NAVFAC  survey  be  repeated  (with  the  improvements,  noted  above),  or  that  data  be 
collected  by  price  surveys.  The  housing  cost  indexes  we  have  constructed  show  w'/iat 
can  I«  done  with  the  NAVFAC  or  other  data.  But,  we  do  not  feel  that,  in  and  of  themselves, 
they  provide  a sound  basis  for  immediate  implementation  of  a VllA.  The  cost  of  oKaining 
a new  and  more  reliable  data  set  should  be  minor  relative  to  the  problems  which  m.ight 
ensue  if  a VIL\  were  implemented  on  the  basis  of  the  possibly  faulty  housing  cost  indexes 
constructed  in  this  i'lapor. 

One  final  problem  should  be  mentioned.  Tlie  question  arises  about  whether  luchelors 
(personnel  without  dependents)  should  lx;  treated  tlifferently  tlian  married  personnel.  Since 
only  scant  data  exist  on  the  housing  costs  of  techelors,  the  analysis  here  was  by  necessity 
based  on  eiata  for  married  personnel.  While  there  are  no  data  on  bachelors,  we  suspect 
that  if  housing  cost  indexes  for  Iiachelors  at  the  installations  in  this  study  were  constructed , 
they  would  be  very  similar  to  the  indexes  constructed  for  married  personnel.  If  this 
hypothesis  is  true,  then  a VHA  for  iiachelors  could  be  based  on  the  very  same  VI ad- 
justment factors  as  for  married  personnel.  In  the  absence  of  separate  data  for  bachelors,  ] 

a VFLX  for  iiachelors  will  have  to  lie  liaseci  on  the  married  personnel  indexes. 
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APPENDIX  A 


NAVFAC  AVERAGE 

MONTHLY 

HOUSING  COSTS  OF 

MILITARY 

PERSONNEL 

1 

FOR 

1975  AND  1976, 

f 

BY  RANK 

AND  TYPE  OF  HOUSING 

Owned  Housing 

i 

Mobile 

Rented 

Total 

Private 

Rank 

Year 

House 

Home 

Housing 

Hous ing 

i 

i 

1 

i 

09 

1975 

400 

400 

1976 

621 

545 

606 

08 

1975 

439 

600 

500 

462 

t 

) 

1976 

528 

558 

534 

'] 

\ 

07 

1975 

439 

200 

320 

411 

f 

i 

1976 

582 

200 

472 

541 

06 

1975 

498 

420 

406 

485 

1 

197  6 

567 

423 

485 

5 56 

4 

1 

05 

1975 

464 

364 

383 

4 53 

f 

1976 

512 

406 

430 

502 

1 

04 

197  5 

419 

318 

333 

405 

> 

1976 

470 

357 

362 

457 

i 

1 

03 

1975 

372 

250 

278 

34  3 

1 

1976 

407 

281 

299 

38  3 

\ 

:f 

02 

1975 

320 

215 

238 

279 

1976 

349 

251 

252 

3 03 

4 

01 

1975 

3 04 

213 

214 

23  5 

\ 

1976 

335 

196 

237 

258 

■; 

WO  3 

1975 

337 

218 

297 

322 

I 

1976 

376 

296 

320 

363 

.1 

WO  2 

1975 

318 

211 

269 

2 94 

1 

197  6 

371 

223 

3 07 

34" 

1 , 

WOl 

1975 

280 

208 

241 

3 65 

J ' 

1976 

339 

233 

335 

3 26 

A-1 


Owned  Housing 


Total 


Mobile 

Rented 

Private 

Rank 

Year 

House 

Home 

Housing 

Housing 

E9 

1975 

313 

220 

279 

303 

1976 

341 

259 

299 

332 

E8 

1975 

301 

212 

271 

288 

1976 

328 

234 

285 

313 

E7 

1975 

281 

202 

241 

262 

1976 

309 

228 

256 

288 

E6 

1975 

273 

207 

222 

241 

1976 

295 

218 

230 

258 

E5 

1975 

256 

198 

193 

204 

1976 

270 

205 

203 

218 

E4 

1975 

233 

191 

172 

176 

1976 

248 

199 

181 

187 

E3 

1975 

210 

176 

161 

163 

1976 

247 

199 

173 

177 

SOURCE: 

Naval  Facilities  Engineering  Command, 
Surveys  for  1975  and  1976." 

"NAVFAC 

Housing  Costs 
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APPENDIX  B 

CATEGORIZATIONS  OF  CONUS  MILITARY  INSTALLATIONS 
UNDER  THE  10  PERCENT  AND  15  PERCENT  PLANS 

This  appendix  provides  the  categories  Into  which  each  CONUS  military  Installation 
In  the  U.S.  would  fall  under  two  of  the  plans  described  In  the  text.  The  first  plan  was 
outlined  In  table  11  and  Is  based  on  10  percent  changes  In  the  MHC  Index.  The  second  was 
outlined  In  table  12  and  Is  based  on  15  percent  changes. 

The  118  Installations  for  which  an  MHC  Index  was  computed  are,  In  most  cases, 
easily  categorized.  The  remaining  Installations,  for  which  MHC  Indexes  are  not  available, 
are  starred.  The  category  Into  which  each  of  these  installations  is  likely  to  fall  Is  de- 
termined^ using  the  category  of  installations  In  close  geographic  proximity.  When  an 
Installation  Is  located  in  rural  area  and  the  closest  Installation  for  which  a MHC  Is  avail- 
able is  located  In  an  urban  area,  the  rural  area  Installation  Is  placed  one  category  below 
the  urban  area  Installation  (and  vice  versa) . In  some  cases  two  categories  are  given 
when  the  appropriate  category  cannot  be  easily  determined. 


A CATEGORIZATION  OF  CONUS  MILITARY  INSTALLATIONS 

ACCORDING  TO  TWO  VHA  PLANS  | 


State  and 


installation 

10%  plan 

15%  plan 

* 

Alabama 

Ft.  Rucker 

5 

4 

Craig  A FB 

5 

4 

Arizona 

f 

Ft.  Huachuca 

4 

3 

*Yuma  P.G. 

5 

3 

1 

*Gila  Bend 

5 

3 

Arkansas 

1 ; 

; 

Little  Rock  AFB 

4 

3 

f . 

> 

* Blytheville 

5 

3 

r 

California 

Los  Angeles 

1 

1 

San  Diego 

3 

2 

1 

7 

San  Francisco 

2 

2 

*CentreviIle  Beach 

4 

3 

Lemoore 

4 

3 

El  Toro 

2 

2 

Twenty -nine  Palms 

5 

3 

Ft.  Ord 

3 

2 

*China  Lake 

5 

3 

*E1  Centro 

4 

3 

*Long  Beach 

3 

2 

*Port  Hueneme 

5 

3 

*Barstow 

5 

3 

*Camp  Pendleton 

5 

3 

*Oaklaiid  Army  Terminal 

3 

2 

*Sacremento 

3 

3 

Edwards  AFB 

5 

3 

Vandenberg  AFB 

4 

3 

*Travis  AFB 

4 

o 

Castle  AFB 

3 

2 

Beale  AFB 

4 

3 

George  AFB 

3 

2 

♦Sharpe  A.  D. 

5 

3 

■ 

♦Sierra  A.D. 

5 

3 

' 

1 

B-2 

' 

1 

...Ji 

i 

State  and 

Installation  10%  plan 


Colorado 

Lowrey  TTC  2 

Ft.  Carson  4 

Fitzsimmons  A.  H.  3 

Connecticut 

New  London  3 

Delaware 

* Dover  AFB  4 

District  of  Columbia 

(All  installations  in 

metropolitan  D.C.  area)  1 

Florida 

Jacksonville  3 

Pensacola  4 

Orlando  3 

♦Key  West  4 

♦Panama  City  4 

Cecil  Fid,  3 

♦Mayport  3 

EglinAFB  4 

Homestead  AFB*  2 

♦Patrick  AFB  4 

Mac  Dill  AFB  3 

♦Tyndall  AFB  4 

Georgia 

♦Athens  4 

Albany  4 

Ft . McPherson  3 

Ft.  Gordon  4 

Ft.  Banning  5 

♦Marietta  5 

♦Glynco  NAS  5 

♦Ft.  Stewart  5 

♦Robins  AFB  5 

•Moody  AFB  5 

Idaho 

♦Mt.  Home  AFB  3 

♦Idaho  Falls  3 


15%  plan 


2 

3 

2 

2 

3 


1 

2 

3 

2 

3 

3 

2 

2 

3 

2 

3 

2 

3 


3 

3 

2 

3 

3 

3 

3 

3 

3 

3 

2 

2 
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State  and 
installation 


10%  plan 


15%  plan 


r 


Illinois 

* Chicago  2 

* Great  l^kes  3 

Scott  AFB  4 

* Glenview,  IL  4 

Indiana 

Indianapolis  and 

Ft.  Harrison  4 

Grissom  AFB  5 

Iowa 

Rock  Island  3 

Kansas 

Ft . Leavenworth  5 

McConnell  AFB  4 

Ft.  Riley  5 

Kentucky 

Ft.  Campbell  4 

Ft . Knox  5 

* Lexington  4 

Louisiana 

New  Orleans  4 

Ft.  Polk  6 

England  AFB  5 

*Barksdale  AFB  4 

Maine 

Brunswick  3 

*Winter  Harbor  4 

*East  Machias  4 

*LoringAFB  4 

Maryland 

Patuxent  River  3 

Ft.  Meade  3 

Aberdeen  P.G.  5 

Andrews  AFB  2 

*Ft.  Ritchie  4 

*Ft.  Detrick  4 

*Bainbridge  4 
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I 


State  and 
installation 


10%  plan 


15%  plan 


♦ 


I 


Massachusetts 

Boston 

* Nantucket 
Hanscom  AFB 
Ft.  Devens 

*Natick  Labs 

* We  stover 

Michigan 

LLS.  Army  Tank  Command 

* Sawyer  AFB 
Wurtsmith  AFB 

*Kincheloe  AFB 
*Selfridge  AFB 

Minnesota 

* Minneapolis -St.  Paul 

* Duluth 

Mississippi 
Gulfport 
Meridian 
* Pascagoula 
Kessler  TTC 
*]ackson 
*Vicksburg 

Missouri 
Kansas  City 
St.  Louis 
Ft.  Wood 

*Richards-Grebaur  AFB 

* Whiteman  AFB 

Montana 

Malmstrom  AFB 

Nebraska 
Omaha 
Offut  AFB 

Nevada 
♦Las  Vegas 
•Fallon 
•Hawthorne 


1 

3 

2 

3 

3 

3 

3 

5 

5 

5 

5 


2 or  3 

2 or  3 

5 

5 

5 
4 
4 

4 

3 

4 

6 
3 

5 

5 

3 

3 

4 
4 
4 
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State  and 
installation 

New  Hampshire 
Portsmouth 
Pease  AFB 

New  Jersey 

Lakehurst 

Bayonne 

Ft.  Dix-McGuire  AFB 

New  Mexico 
Cannon  AFB 
Kirkland  AFB 
*White  Sands  M.R. 

New  York 
New  York  City 
Schenectady 
♦Griffin  AFB 
♦Seneca 
♦Ft.  Drum 
♦Hancock  Fid. 

♦ Platt  shurg 

♦U.S.  Military  Academy 

North  Carolina 
Ft.  Bragg-Pope  AFB 
♦Seymour  Johnson  AFB 
Camp  Lejeune 
Cherry  Point  MCAS 
♦New  River  MCAS 
♦Cape  Hatteras 

North  Dakota 
Grand  Forks  AFB 
♦Minot  AFB 

Ohio 

Rickenbacker  AFB 
♦Cincinnati 

♦Wright -Patterson  AFB 
Cleveland 


10%  plan 

3 

2 

3 

2 

3 

5 

3 

5 

1 

3 

3 

3 

3 

3 

3 

3 

4 

4 

5 
5 
5 
5 

3 

3 


4 

3 

3 

3 


15%  plan 

2 

1 

2 

1 

2 

3 

2 

3 

1 

2 

2 

2 

2 

2 

2 

2 

3 

3 

3 

3 

3 

3 


2 

2 

3 

2 

2 

2 


i 


A 


i 


i 


i 
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B-6 


State  and 

installation  10%  plan 


Oklahoma 

*McAlester  5 

Ft.  Sill  5 

Altus  AFB  6 

Tinker  AFB  4 

Oregon 

Portland  3 

Coos  Bay  4 

Pennsylvania 

Philadelphia  1 or  2 

*Mechanicsburg  4 

*lndiantown  Gap  Mil.  Res.  4 

Carlisle  Barracks  3 

Oakdale  4 

*Letterhenny  A . D.  4 

Rhode  Island 

Newport  4 

* Davisville  4 

South  Carolina 

Ft.  Jackson  3 

Charleston  3 

*Beaufort-Parris  Island  4 

* Myrtle  Beach  A FS  4 

*Shaw  4 

South  IDakota 

♦Ellsworth  AFB  3 

Tennessee 

Memphis  5 

Texas 

Chase  Fid.  5 

Dallas  3 

Kingsville  5 

Ft.  Sam  Houston  4 

Uckland  TTC  3 

♦Reese  AFB  4 

♦Sheppard  TTC  4 

Ft . Hood  4 


State  and 
installation 


10^’^,  plan 


1 5%  plan 


Texas  (Cont'd) 

*Corpus  Christ!  5 

* Bergstrom  AFB  5 

* Carswell  AFB  5 

*Dyress  AFB  5 

*Ellington  AFB  5 

*Goodfellow  AFB  5 

*LaughlinAFB  5 

* Webb  AFB  5 

Red  River  A.  D.  5 

i Utah 

; Hill  AFB  4 

[ * lAigway  P. G.  4 

Virginia 

* Newport  News  3 

Norfolk  3 

Yorktowm  3 

Belvoir  2 

Ft.  Eustis  4 

Ft . Lee  3 

Ft . Monroe  4 

* Ila hlgren  Lab  3 

* Langley  AFB  3 

Washington 

Bremerton  4 

Seattle  3 

Whicibey  Island  4 

Ft.  Lewis  4 

*McChord  AFB  4 

West  Virginia 

*Sugar  Grove  4 


Wisconsin 

♦Milwaukee  2 

Ft.  McCoy 

Wyoming 

Warren  AFB  4 
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APPENDIX  C 


CONUS  INSTALLATIONS  WITH  UNKNOWN 
HOUSING  COST  INDEXES 

This  appendix  contains  a list  of  CONUS  installations  for  which  MHCs  could  not 
be  determined.  An  installation  MHC  could  not  be  determined  if  the  data  in  the  NAVFAC 
summary  housing  expenditure  report  was  unusable,  or  if  the  data  was  not  available.  [Data 
were  not  available  either  because  installations  were  surveyed  hut,  the  data  were  not  in- 
cluded in  the  summary  report,  or  installations  were  not  surveyed  in  1975.  The  1975 
expenditure  data  for  installations  which  were  surveyed  but  not  reported  in  the  summary 
report  are  on  computer  tape  at  NAVFAC. 

Installations  in  the  following  list  are  marked  with  an  (*)  if  the  1975  data  were  availa- 
ble but  unusable,  or  a ( + ) if  1975  data  are  available  on  tape  but  unreported  in  the  sum- 
mary report.  Installations  which  were  not  surveyed  in  1975  are  unmarked.  Most  of  the 
Army  and  Navy  installations  were  surveyed  in  1975.  Many  of  the  Air  Force  irstallations 
which  were  not  surveyed  in  1975  will  be  surveyed  in  1976.  An  ( X ) beside  the  Air  Force 
installations  below  indicates  that  these  installations  will  be  surveyed  in  1976. 


Installation,  State 

Total  personnel 

Navy 

Davisville,  RI 

42* 

Winter  Harbor,  ME 

339* 

Cutler,  East  Machias,  ME 

126* 

Nantucket,  MA 

118* 

Earle  Colts  Neck,  NJ 

573+ 

Lewes  DEL 

112* 

Mechanicsburg,  PA 

191* 

Cape  Hatteras,  NC 

158* 

Newport  News,  VA 

2,  939+ 

Cheatham  Annex,  Williamsburg,  VA 

182+ 

Yorktown,  VA 

664* 

Sugar  Grove,  W.VA 

129* 

Key  West,  FLA 

4, 439* 

Mayport,  FLA 

14, 472+ 

Panama  City,  FLA 

244* 

Whiting  Fid,  FLA 

3,  027+ 

Athens,  GA 

422* 

Marietta,  GA 

638+ 

Pascagoula,  MS 

508  > 

Beaufort,  SC 

4,  772+ 

McAlester,  OK 

188 

Corpus  Chrlsti,  TX 

4,  074+ 

C-1 
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Installation,  State 

Navy  (Cont'd) 

Total  personnel 

Chicago,  IL 

207* 

Great  Lakes,  IL 

27,  459+ 

Glenview,  IL 

800+ 

Indianapolis,  IND 

302* 

St.  Louis,  MO 

189* 

Omaha,  NEB 

268* 

Milwaukee,  WISC 

r 

229* 

China  Lake,  CA 

828+ 

El  Centro,  CA 

622+ 

Long  Beach,  CA 

4,  118+ 

Point  Mugu,  CA 

2,  298+ 

Port  Hueneme,  CA 

8,  796+ 

Centerville  Beach,  CA 

179* 

Dixon,  CA 

64+ 

Monterey,  CA 

1,  701+ 

Stockton,  CA 

267+ 

Fallon,  NEV 

640+ 

Hawthorne,  NEV 

248+ 

Idaho  Falls,  ID 

1,  531+ 

Coos  Bay,  OREGON 

101+ 

Pacific  Beach,  \\  A 

104+ 

.'\nnapolis,  MD 

5,  756+ 

Indian  Head,  MD 

438+ 

Wahlgren,  VA 

131+ 

Yuma,  AZ 

3,  771* 

Barstow,  CA 

726+ 

Camp  Pendleton,  CA 

22,  564+ 

Albany,  BA 

812+ 

Parris  Island,  SC 

10,  786+ 

Quantico,  VA 

7,  675+ 

Moffett  Fid,  CA 

2,  477 

Glynco  NAS,  GA 

1,  123 

Idaho  Falls,  ID 

1,  537 

Bainbridge,  MD 

1.721 

Alburquerque,  NM 

456 

Las  Cruces,  NM 

184 

New  River  MCAS,  NC 

4,  409 

C-2 


Installation,  State 

Army 

Presidio  of  S.F. 

Ft.  Stewart,  CA 

Ft.  Drum,  NY 

Ft.  Hamilton,  NY 

Indiantown  Gap  Mil.  Res,  PA 

Ft.  McCoy,  Wise 

Ft.  McClellan,  AL 

Yuma  Proving  Fround,  AZ 

Sharpe  AD,  CA 

Sierra  AD,  NEV 

Lexington  AD,  KY 

Picatinny  Arsenal,  NY 

Seneca  AD,  NY 

Letterkinny  AD,  PA 

New  Cumberland  AD,  PA 

Red  River  AD,  ARK 

Dugway  PC,  UT 

White  Sands  M.R.,  NM 

Natick  Lab,  MA 

Ft.  Ritchie,  MD 

Ft.  Detrick,  MD 

Vint  Hill  Farms  Sta.,  VA 

Oakland  .Army  Terminal,  CAL 

Sacremento,  CA 

Ft.  Snelling,  MINN 

Jackson,  MISS 

Vicksburg,  MISS 

Albany,  NW 

U.S.  Military  Academy,  NY 
Cincinnati,  OH 
Columbus,  OH 

Air  Force 

Edwards,  CA 
Vandenberg,  CA 
Patrick,  FLA 
Robins,  CA 
Mt.  Home,  ID 
Grissom,  .^ND 
Loring,  ME 
Sawyer,  MI 


Potal  personnel 


4,  108 

2,  :i77i 
21()  I 

625 
190' 
100 
4,  216- 
352”^' 
97- 
284- 
172- 
155+ 
400* 
182- 
247* 
75* 
317* 
1,  191* 
189* 
1,  333* 
681* 
829* 
654 
257 
182 
237 
42 
132 
2,810 


4,  056 ' 

5,  049 
3, 392* 
4,  451 
3,  781 

3,  020 
4. 0(1 7 

4,  195 
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Installation,  State 


Minot,  ND 
Gilabend,  ARIZ 
Reese,  TX 
Shepard,  TX 
Gunter,  AL 
Maxwell,  AL 
Davis  Monthan,  AZ 
X Blythevllle,  AK 
X Travis,  CA 

USAF  Academy,  CO 
X Peterson  Fid,,  CO 
Ent,  CO 
Dover,  DE 
X TyndaU,  FLA 
X Moody,  GA 
Barksdale,  LA 
Kincheloe,  MI 
X Duluth,  MINN 
Columbus,  MESS 
X Richards -Gebaur,  MO 
Whiteman,  MO 
X Las  Vegas,  NEV 
McGuire,  NJ 
X Hancock  Field,  NY 
X Plattsburg,  NY 
X Seymour  Johnson,  NC 
Wright-Patterson,  OH 
Gentile,  OH 
X Newark,  OH 
Vance,  OK 
Kingsley  Fid,  OR 
X Myrtle  Beach,  SC 
X Shaw,  SC 

Bergstrom,  TX 
X Carswell,  TX 
Dyress,  TX 
Goodfellow,  TX 
Laughlin,  TX 
Webb,  TX 
X Langley,  VA 


6,  376* 
188* 
2,  399* 
10,  088* 
1,  200 

4,  104 
7, 156 
2,793 
9,  035 
2,  563 
2,  386 
2,  307 

5,  151 
3,829 
2,  381 

6,  483 
2,  901 

1,  437 

2,  630 
2,  668 
3,300 
6,  829 
5,  485 
1, 094 

4,  055 
5,456 
8,714 

124 

125 

1,  248 
462 

2,  844 

5,  405 
5,056 
4,  688 
4,  444 

1,  744 

2,  503 
2,  157 
8,  387 
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A COMPARISON  OF  MILITAEy  AND  CIVILIAN  MARITAL 


STATUS  AND  AVERAGE  FAMILY  SIZE 


A Staff  Research  Paper 
Prepared  For 

The  Third  Quadrennial  Review 
Of  Military  Compensation 


28  January  19T6 


QUADRENNIAL  REVIEW  OF  MILITARY  COMPENSATION 


A COMPARISON  OF  MILITARY  AND  CIVILIAN  MARITAL 
STATUS  AND  AVERAGE  FAMILY  SIZE 

It  has  been  suggested  that  the  current  military  compensation 
system  leads  to  "larger"  families  because  fringe  benefits  such  as  health 
care,  commissary  and  exchange  benefits  favor  large  families,  A study 
published  by  the  Brookings  Institute  "The  Military  Pay  Muddle"  presents 
data  to  show  that  "this  incentive  structure,  by  making  a military 
career  relatively  more  attractive  to  those  with  families,  has  contri- 
buted to  the  recent  marked  growth  in  the  proportion  of  military  per- 
sonnel who  are  married  and  in  the  average  total  number  of  military 
1 

dependents".  The  study  states  "The  increase  in  the  proportion  of 

new  volunteers  who  are  married  is  particularly  noteworthy;  only  about  7 

percent  of  army  recruits  were  married  in  1955,  But  about  22  percent 

were  married  in  1974,  Since  only  9,  3 percent  of  all  males  in  the 

target  population  (ages  18-19)  were  married  as  of  March  1973,  the 

military  seems  to  be  relatively  more  attractive  to  those  who  are 
2 

married,  " 


^"The  Military  Pay  Muddle",  Martin  Binkin,  The  Brookings  Institute, 
Washington,  D,  C,  , 1975,  p,  38, 

2 

Ibid, , p,  39, 


2 


The  proportion  of  military  personnel  married  and  average  family  size 
have  grown.  Unfortunately,  these  statements  concerning  relative  mar- 
riage rates  are  based  upon  a comparison  of  dissimilar  groups,  since  the 
civilian  data  includes  non-working  students  and  unemployed  persons 
whose  low  income  level  could  be  expected  to  help  defer  marital  plans. 

Because  of  the  implications  of  marital  status  to  military  manpower 
costs,  available  data  was  analyzed  to  determine  the  relative  marital 
status  of  the  military  population  compared  to  the  civilian  population. 

The  marital  status  comparison  was  made  with  civilians  of  comparable 
age.  The  family  size  comparison  was  made  with  civilians  of  compar- 
able age  and  income  levels.  It  was  found  that  the  military  population 
shows  lower  relative  marital  status  and  family  size  values  than  the 
civilian  "cohort”. 

a.  Among  military  personnel,  56,  0%  are  married,  while  65.  2%  of 
civilian  males  ages  18  to  44  are  married.  Civilian  males  are  chosen 
for  comparison  because  over  95%  of  the  military  is  male.  Military  per- 
sonnel who  are  women  have  far  fewer  dependents  than  their  civilian 
counterparts.  Tabs  A & B show  this  and  related  comparisons. 

b.  Comparing  families  of  size  two  or  more,  military  families 
have  an  average  size  of  3.  54  while  civilian  families  of  comparable  age 


3 


and  income  have  an  average  size  of  3.  96.  Tabs  C & D show  this  and 
related  comparisons. 

c.  One  comparison  in  Tab  C is  of  special  interest.  In  general, 
young  families  with  incomes  less  than  $1,000  (non-working  students  and 
unemployed  are  included  in  this  group)  have  a smaller  average  family 
size  than  young  families  with  incomes  similar  to  military  incomes. 
Specifically,  for  families  headed  by  someone  less  than  25  years  old, 
those  earning  less  than  $1,  000  have  an  average  family  size  of  2.  76, 
whereas  those  earning  between  $6,  000  and  $9,  000  have  an  average 
family  size  of  2.  90. 

In  comparison  to  overall  U.  S.  population  of  comparable  age  and 
income  levels: 

a.  Military  males  are  less  frequently  married  and; 

b.  Military  personnel  have  smaller  families. 

It  has  been  argued  that  "adopting  a more  equitable  incentive  struc- 

ture--equal  pay  for  equal  work--could  contribute  to  a reversal  of  this 
2 

trend"  (toward  growth  in  average  family  size).  The  data  included  in 


^Note  that  identical  family  size  data  bases  are  not  available.  The 
civilian  data  includes  only  children  under  18  years  of  age.  The  mili- 
tary data  represents  "dependents",  a category  which  would  include 
children  18  through  21  as  well  as  dependent  parents.  The  number  of 
dependent  parents  is  considered  to  be  very  small. 

2 

B inkin,  p.  39 
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Tabs  A through  D do  not  support  inferences  of  a relationship  between 
the  nnix  of  salary  and  benefits  and  expected  family  size.  The  evidence 
indicates  that  military  marriage  rates  and  family  size  are  somewhat 
less  than  the  civilian  population  and  any  perceived  increase  in  marriage 
rate  and  family  size  is  probably  attributable  to  the  military  population 
becoming  more  similar  to  the  civilian  population  as  the  anomalies  attri- 
butable to  conscription  are  removed  from  the  compensation  system. 

It  therefore  appears  that  proposals  to  modify  the  military  compensa- 
tion structure  must  carefully  consider  the  risks  of  raising  the  average 
married-to-single  ratio  and  average  family  size  toward  the  national 
average,  at  increased  fringe  benefits  cost  to  DoD. 


OASD  (M&RA)  (MPP) 
THIRD  ORMC 
26  January  1976 
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Comparison  of  Military  and  Civilian  Marriage  Rates 


Age 

Group 

Officer 

1 

Military 

Enlisted 

Total 

Civilian 
Male  ^ 

18-19 

None 

10.  3 

10.  3 

8.  2 

20-24 

34.  7 

36.  2 

36.  2 

41.  3 

18-24 

34.  7 

30.  4 

30.  5 

31.2 

18-44 

77.  1 

50.  7 

54.  2 

65.  2 

18-54 

78.  1 

51.  2 

55.  0 

70.  5 

1 

Includes  both  men  and  women;  women  represent  4.  6%  of  military 

2 

Includes  only  men,  since  military  is  predominantly  men. 

Source: 

Military  - Percentage  married  by  age,  June  30,  1974.  Computer 

printout  produced  by  actuary,  (Military  Personnel  Policy) 
OASD  (M&RA) 

Civilian  - Marital  status  and  living  arrangements,  March  1974,  Table  1, 
Series  P-20,  No.  271,  issued  October  1974,  Current  Popula- 
tion Reports,  Population  Characteristics,  Bureau  of  Census 


OASD  (M&RA)  (MPP) 
THIRD  QRMC 
26  January  1976 

TAB  A 


Comparison  of  Military  and  Civilian  Marriage  Rates 


Age 

Civilian 

Military 

Group 

Males  ^ 

Populatic 

17 

2.  0% 

4.0% 

18-19 

8.4 

10.  3 

20-21 

26.  9 

25.  5 

22-23 

50.  3 

42.4 

17-23 

23.  6 

27.4 

24-25 

66.  9 

60.  4 

26-27 

76.  7 

74.4 

28-29 

81.  5 

81.  0 

30-34 

85.  7 

85.  9 

35-39 

87.9 

88.  6 

40-44 

87.  9 

90.  8 

45-54 

88.  1 

90.5 

18-54 

70.  5 

55.  0 

1 

Civilian  male  data  used  since  military  is  predomi- 
nately (95.4%)  male 

Sources : 

Civilian  - Characteristics  of  the  population,  United 
States  Summary,  1970  Census  of  the  Population, 
issued  June  1973 

Military  - Military  percentage  married  by  age,  30  June 
1974,  Actuary,  Military  Personnel  Policy,  OASD  (M&RA) 


OASD  (M&RA)  (MPP) 
THIRD  QRMC 
26  January  1976 


TAB  B 
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Comparison  of  Average  Family  Size  for  Military  and 
Civilian  Families  with  Equivalent  Age  and  Salary  Ranges 


Average  Size  for  Families 
of  Size  Two  or  More 


Milita  ry 

Estimated 

Salary^ 

Range 

Military 

Civilian 

All  Husband-Wife 

Group 

Agel 

($000) 

Families 

Families 

Families 

All  DoD 

18-44 

6-50 

3.  54 

3.  96 

4.  04 

2 

Officer 

18-44 

10-50 

3.  75 

4.  00 

4.  08 

Enlisted 

18-44 

6-25 

3.  50 

4,  04 

4.  08 

O-  1 to  0-2 

< 25 

10-15 

2.  66 

2.  80 

2,  82 

E-  1 to  E-4 

< 25 

6-9 

2.  58 

2.  90 

2.  91 

O-  1 to  0-2+ 
E-  1 to  E-4 

< 25 

6-15 

2.  59 

2.  85 

2.86 

-- 

*«25 

x 1 

-- 

2.  76 

3.  16 

0-3  to  0-6 

25-44 

15-50 

4.  02 

4.  07 

4.  21 

E-5  to  E-9 

25-44 

9-25 

4.  05 

4.  13 

4.  16 

0-3  to  O-  6+ 
E-5  to  E-9 

25-44 

9-50 

4.  05 

4.  08 

4.  17 

^Civilian  age  and  salary  ranges,  equivalent  to  average  regular  military 
compensation  (RMC),  selected  from  Census  Tables. 


2 

Commissioned  Officers. 


O-  1 through  0-6. 


Source: 


Military 


C ivilian 


Developed  from  FY  76  President's  Budget  (Detailed  Personnel 
Backup  Data) 

Money  Income  in  1973  of  Families  and  Persons  in  the  United 
States,  Table  28.  Series  P-60,  No.  97,  Jan  75,  Current 
Population  Reports.  Consumer  Income  Bureau  of  Census 


OASD  (M&RA)  (MPP) 
THIRD  ORMC 


26  January  1976 


TAB  C 
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Comparison  of  Number  of  Children  in  Military  and  Civilian  Families 


Age  of  Family  Head 

Average  Number 

of  Children 

Civilian^ 

Military^ 

<25 

0.  81 

0.  58 

25-34 

1.  98 

1.  76 

35-44 

2.  58 

2.  55 

<44 

2.  05 

1.  53 

Represents  number  of  own  children  under  18  years  of  age  for 
husband-wife  families. 

2 

Represents  number  of  dependents  (maybe  over  18  years  of  age)  in 
families  of  size  2 or  more.  Data  by  age  of  family  head  unavailable. 
Data  based  on  grade  of  military  member  and  average  age  for  each 
grade.  Following  relationships  used;  <25:E-1  to  4 and  0-1;  25-34: 
E-5  and  6,  0-2  and  3;  35-44:E-7,  8 and  9,  0-4  and  5. 

Sources : 

Civilian  - Table  207,  Characteristics  of  the  Population,  United 

States  Summary,  1970  Census  of  Population,  issued  in 
June  1973,  U.  S.  Department  of  Commerce. 

Military  - Developed  from  FY  76  President's  Budget  (Detailed  Per- 
sonnel Backup  Data)  and  Number  of  Military  Personnel  by 
Pay  Grade  and  Age,  30  June  1974,  OASD  (M&RA),  Actu- 
arial Consultant,  1 May  1975,  Chart  1891. 
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